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LETTER  OF  TRANSMITTAL 


THE   SECRETARY  OF  HEALTH,  EDUCATION,  AND  WELFARE 


WASHINGTON,  D.  C  20201 


April  19,  1972 


Honorable  Carl  Albert 

Speaker  of  the  House  of  Representatives 
Washington,  D.C.  20515 

Dear  Mr.  Speaker: 

Enclosed  is  the  fourth  annual  report  on  Medicare,  covering  the  program's 
operation  during  fiscal  year  1970.    This  report  is  required  by  section 
1875(b)  of  the  Social  Security  Act,  as  amended. 

Skeptical  as  many  people  were  of  Medicare  at  the  beginning  and  critical 
as  others  now  are  of  certain  aspects  of  the  program,  there  is  general 
agreement  in  all  quarters  of  the  country  that  Medicare  has  proved  to  be 
a  good  and  beneficial  program.    Our  older  citizens,  among  the  most 
vulnerable  to  illness  and  the  least  able  to  bear  the  high  costs  of 
health  care,  can  attest  to  Medicare's  value  from  their  own  experience. 
Medicare  has  borne  a  large  part  of  their  medical  expenses,  relieving 
them  and  their  families  of  much  of  this  heavy  burden. 

Medicare  has  also  had  profound  and  favorable  influence  on  the  Nation's 
health  care  system--encouraging  the  upgrading  of  many  facilities  and 
bringing  about  improvements  in  the  quality  of  services.    Evidence  of 
this  is  most  striking  in  extended  care  facilities  and  smaller  hospitals, 
many  of  which  have  undergone  substantial  improvement.  Medicare's 
reimbursement  requirements  have  induced  many  providers  to  streamline 
their  accounting  and  administrative  practices.    And,  despite  whatever 
deficiencies  it  may  still  suffer,  utilization  review  is  today  a 
considerably  more  effective  mechanism  among  many  more  providers  than 
it  had  ever  been  before  Medicare. 

Although  it  is  a  program  in  which  we  can  all  take  considerable  pride, 
we  recognize,  of  course,  that  Medicare  is  not  a  perfectly  functioning 
mechanism.    Just  as  the  first  four  years  tended  to  confirm  the 
fundamental  soundness  of  the  Medicare  idea,  they  also  disclosed  some 
rather  serious  problems.    Operating  within  existing  law,  we  have 
sought  to  cope  with  many  of  those  problems  through  various  administrative 
devices.    But  our  experience  has  made  it  clear  that,  in  some  areas, 
administrative  action  is  not  sufficient  or  appropriate  to  cope  with 
the  problems  and  that  certain  changes  in  the  law  are  necessary. 
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Rising  costs  have  been  the  biggest  source  of  concern,  and  this 
Administration  quickly  came  to  realize  that  Medicare,  as  presently 
designed,  does  not  offer  enough  incentive  to  control  costs.  Several 
of  the  Administration's  legislative  proposals,  now  under  consideration 
in  the  Congress,  are  addressed  to  the  problem  of  costs.    They  are 
intended  not  just  to  introduce  cost  controls  but  also  to  make  program 
costs  more  predictable  and  to  introduce  incentives  for  economy  and 
efficiency.    One  of  the  most  significant  and  promising  of  the 
Administration's  proposals  is  the  Health  Maintenance  Option.  Modeled 
on  private  pre-paid  plans  now  in  use,  the  Health  Maintenance  proposal 
is  aimed  at  holding  down  costs  through  incentives  for  more  efficient 
utilization  of  services.    Adoption  of  such  a  provision  will  open  up 
important  financing  options  to  both  patient  and  physician  and  encourage 
the  development  of  new  methods  of  delivery  and  financing  of  health  care. 


Sincerely, 


Secretary 


Enclosure 
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FOREWORD 


This  annual  report  documents  the  performance  of  Medicare  in  its 
fourth  year — from  July  1,  1969  through  June  30,  1970.     It  was  a 
year  of  many  accomplishments,  marked  by  a  significant  slowdown  in 
the  annual  rate  of  increase  in  benefit  expenditures. 

In  Fiscal  1970  Medicare  paid  out  $6.8  billion  for  the  hospital  and 
medical  expenses  of  men  and  .women  aged  65  and  over  covered  by  the 
program.     About  $4.8  billion  was  paid  for  hospital  care,  extended 
care  facility  care,  and  other  services  covered  by  the  hospital 
insurance  program.     In  addition,  $2.0  billion  was  reimbursed  for 
physicians'  services  and  various  related  health  and  medical  items 
covered  by  the  Supplementary  Medical  Insurance  program. 

This  outlay  of  $6.8  billion  in  fiscal  1970  represented  an  increase 
of  only  8  percent  in  benefit  payments  over  the  previous  year 
compared  with  23  percent  in  fiscal  1969.     This  slowdown  in  the 
rate  of  Medicare  spending  in  fiscal  1970  occurred  primarily  in  the 
hospital  insurance  program  and  reflected   a    tightening  of  utilization 
review  requirements  and  claims  review  procedures  for  hospitals  and 
closer  attention  to  the  level    of  care  requirements  for  coverage  iu 
extended  care  facilities. 

The  accomplishments  of  the  Medicare  program  can  best  be  measured  in 
terms  of  the  large  number  of  persons  served  and  the  extent  to  which 
the  program  has  alleviated  their  financial  burden  of  health  care 
costs.     As  of  July  1,  1970,  20.4  million  persons  were  entitled  to 
hospital  insurance  protection  and  19.6  million  had  voluntarily 
enrolled  in  the  Supplementary  Medical  Insurance  program.  There 
were  about  3  hospital  admissions  for  every  10  persons  enrolled  and 
1  ECF  admission  for  each  13  hospital  admissions.     About  four-fifths 
of  the  enrolled  SMI  population  used  SMI  services  and  more  than  7 
out  of  10  persons  in  this  group  used  sufficient  services  to  be 
eligible  for  reimbursement.     Overall,  Medicare  payments  for  hospital 
care  and  physicians'  services  are  estimated  to  account  for  more  than 
three-fourths  of  the  outlays  (excluding  expenditures  of  other 
public  programs)  for  these  two  major  categories  of  services  provided 
to  the  aged. 

The  impact  of  the  Medicare  program  reaches  out  beyond  its  20  million 
beneficiaries.     It  accounts  for  nearly  half  of  all  Federal  outlays 
for  health  services  and  supplies,  one-third  of  the  days  of  care  in  the 
Nation's  6,300  general  hospitals,  and  almost  33  million  claims  resulting 
from  care  provided  by  the  vast  majority  of  the  255,000  non-Federal 
physicians  involved  in  direct  care  of  patients  in  the  United  States. 
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There  is  hardly  an  American,  young  or  old,  who  is  not  affected  in 
one  way  or  another  by  this  program.     Even  those  who  are  not  among  its 
20  million  beneficiaries  have  relatives  or  friends  who  have  Medicare 
protection.    They  may  also  be  among  the  many  more  millions  of  workers 
who  by  virtue  of  their  social  security  taxes  help  financej/  the  program 
and  at  the  same  time  are  acquiring  rights  to  similar  hospital  insurance 
protection  in  their  old  age. 

This  fourth  annual  report  on  Medicare  covers  the  program' s  operations 
during  fiscal  1970.     It  presents  a  comprehensive  report  of  its  admini- 
strative problems,  the  progress-  toward  solutions  of  those  problems,  as 
well  as  its  many  other  accomplishments. 


y  The  hospital  insurance  program  is  financed  by  contributions  from  all 
employed  persons,  with  matching  contributions  from  the  employers,  and 
self-employed  persons  engaged  in  work  covered  by  social  security.  The 
supplementary  medical  insurance  program  is  financed  by  premium  payments 
by  those  currently  enrolled  and  matching  contributions  from  Federal 
general  revenues.     Separate  trust  funds  have  been  established  for  the 
two  programs  in  which  are  placed  all  contributions  and  earnings  from 
investments  and  from  which  all  benefits  and  administrative  expenses  are 
paid.     The  boards  of  trustees  of  the  trust  funds  each  issue  annual 
reports  on  the  operations  of  the  funds,  giving  details  as  to  past 
operations  and  estimated  future  projections.     They  are  published  as 
House  documents  by  the  House  of  Representatives  of  the  United  States 
Congress . 
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CHAPTER  I 


MEDICARE  ADMINISTRATION 


Contract  Administration 

Medicare  represented  a  large-scale  venture  by  Government  into  an 
unfamiliar  fieldo     To  get  the  program  underway,  it  was  necessary  to 
make  use  of  the  capability  and  experience  which  already  existed  among 
the  nation's  public  and  private  health  insurance  organizations.  The 
law  provided,  therefore,  for  considerable  involvement  of  such  organizations 
in  the  administration  of  both  the  hospital  and  medical  insurance  programs. 
To  those  organizations,  primarily  Blue  Cross-Blue  Shield  Plans  and 
commercial  insurance  companies,  is  assigned  responsibility  for  determining 
the  amount  due  and  making  payment  for  services  provided  Medicare  benefi- 
ciaries.   Hospitals,  extended  care  facilities,  and  home  health  agencies 
participating  in  Part  A  have  the  choice  of  receiving  reimbursement  either 
through  an  intermediary,  or  if  they  prefer,  directly  from  the  Government. 
No  such  option  exists  for  Part  B,  however.     The  Secretary  is  required  to 
use  carriers  in  making  payment  to  physicians  and  suppliers.     Both  inter- 
mediaries and  carriers  operate  under  contracts  with  the  Government 
delineating  their  responsibilities. 

The  involvement  of  contractors  has  facilitated  relationships  with  providers  but, 
equally  important,  it  has  created  the  environment  and  framework  within 
which  it  has  been  possible  to  develop  a  meaningful  partnership  between 
the  Federal  program  and  voluntary  claims  paying  mechanisms.     Growing  out 
of  this  partnership  has  been  the  awareness  that  in  our  pursuit  of  national 
uniformity  of  approach,  emphasis  and  performance,  we  must  maintain  the 
flexibility  to  deal  with    special  problems  that  are  not  only  peculiar  to 
one  or  another  facet  of  the  health  care  industry,  but  require  different 
solutions  in  various  parts  of  the  country. 

Administering  Medicare  has  taxed  to  varying  extents  the  resources  of 
virtually  all  our  contractors.     Some  have  managed  to  cope  better  than 
others,  but  none  failed  to  be  affected  by  the  added  burden.  Those 
organizations  which  are  also  contractors  for  the  Medicaid  program  have 
perhaps  been  even  more  seriously  taxed,  but  all  have  had  to  meet  the 
rather  exacting  standards  imposed  by  a  heavy  Medicare  commitment  at  the 
same  time  that  they  have  had  to  meet  the  demands  of  their  growing  private 
business. 
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The  hospital  insurance  part  of  Medicare  was  patterned  upon  similar  private 
programs.     Medicare's  reimbursement  and  claims  processing  requirements 
for  hospitals  were  generally  comparable  to  those  already  in  use  among 
many  intermediaries  in  their  private  business,  and  it  was  easier  for  them, 
therefore,  to  assume  Medicare  responsibilities.     For  the  most  part,  inter- 
mediaries have  been  relatively  free  of  large  bill  backlogs,  systems  break- 
downs and  other  basic  claims  processing  difficulties.     Not  at  all 
surprising  was  it  that  they  had  to  struggle  with  certain  unfamiliar  and 
unique  Medicare  provisions.     Determinations  as  to  the  coverage  of  services 
provided  in  extended  care  facilities,  for  example,  have  been  a  problem 
for  practically  all  intermediaries.     Applying  reimbursement  principles 
for  extended  care  facilities  and  home  health  agencies  and  maintaining 
controls  on  the  utilization  of  services  have  been  similarly  troublesome, 
particularly  in  terms  of  timeliness  of  filing  of  provider  cost  reports 
and  completing  field  audits. 

The  medical  insurance  program  also  introduced  new  and  complex  challenges 
to  the  health  insurance  industry.     This  was  exemplified  by  the  medical 
insurance  carriers'  experience  with  reimbursement  based  on  "reasonable 
charges".     Although  before  Medicare  carriers  had  processed  millions  of 
bills,  they  were  primarily  for  medical  and  surgical  services  to  hospital 
inpatients  submitted  by  participating  physicians.     Their  experience  in 
determining  allowable  charges  was  largely  restricted  to  application  of 
tee  schedules  or  simple  prevailing  cnarge  screens.     Under  Heuiccnti, 
however,  coverage  was  broadened  to  embrace  nearly  all  physicians'  services 
received  by  an  entire  segment  of  the  population,  while  proper  reimburse- 
ment was  to  be  based  on  such  considerations  as  the  physician's  customary 
charge  and  prevailing  charges  among  physicians  in  the  locality.  Carriers 
at  first  applied  familiar  procedures  in  attempting  to  accommodate  this 
new  reasonable  charge  concept,  while  building  their  data  collection 
process  to  develop  charge  profiles.    All  encountered  substantial  claims 
backlogs  which  were  diminished  only  after  extensive  cooperative  efforts 
by  both  the  private  and  governmental  sectors. 

There  has  been  increasing  improvement  in  identifying  and  correcting 
problem  areas  in  claims  processing  and  workload  management.  Contractors, 
generally,  have  now  developed  the  capability  to  process  large  volumes  of 
work  and  to  respond  to  seasonal  workload  fluctuations.     Part  A  intermediary 
bill  clearances  increased  by  1.8  percent  during  fiscal  1970.  Median 
processing  time  for  inpatient  hospital  bills  declined  from  4.6  days  in 
July  1969  to  2.6  days  in  June  1970.     Median  processing  time  for  out- 
patient bills  also  declined  from  15.3  days  to  10.5  days  for  the  same 
months . 
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Part  B  carrier  receipts  during  fiscal  1970  increased  more  than  12.9  percent 
over  the  preceding  year.     Median  processing  time  decreased  from  17.3  days 
at  the  beginning  of  the  year  to  16.8  days  by  the  end  of  fiscal  1970. 

The  ability  to  handle  workloads  more  effectively  has  made  it  possible  for 
contractors  to  devote  more  of  their  energies  to  strengthening  quality 
controls  and  improving  their  ability  to  adjudicate  claims  more  accurately 
and  timely.     Even  though  there  has  been  a  gradual  and  consistent  improvement 
in  contractor  operations,  significant  variations  in  performance  continue. 
Some  are  performing  quite  effectively,  while  others  continue  to  have  special 
problems  requiring  surveillance.     On  the  whole,  however,  there  has  been 
marked  improvement  in  their  Medicare  operations  and  the  performance  gap 
among  contractors  has-  been  narrowed. 

Claims  Processing 

Processing  a  Medicare  claim  involves  four  essential  elements.     First,  it 
must  be  determined  whether  the  individual  is  entitled  to  benefits  and,  if 
so,  whether  he  has  met  the  deductible  requirement.     Second,  in  the  case  of 
hospital  insurance  benefits,  his  remaining  eligibility  for  benefits  in  a 
given  benefit  period  must  be  determined.     Third,  it  must,  be  determined 
whether  or  not  the  services  for  which  reimbursement  is  being  requested 
are  covered  by  Medicare,  and  finally,  the  amount  of  payment  due  must  be 
cuiiipuLcu  and  payment  made.     Responsibility  for  the  coverage  rtef.ernrf nation 
and  reimbursement  aspects  of  the  claims  process  rests  with  the  inter- 
mediaries and  carriers.     Other  parts  of  the  process,   including  maintenance 
of  eligibility  and  utilization  records  and  surveillance  of  intermediary 
and  carrier  performance  of  their  responsibilities,  are  done  by  the 
Social  Security  Administration.     Carriers  and  intermediaries  query  SSA's 
central  records  for  information  about  a  beneficiary's  current  eligibility, 
deductible  and  utilization  status. 

Role  of  Carriers  in  Part  B  Claims  Processing:     Carriers  process  all 
claims  for  reimbursement  for  physicians'   services  and  other  medical 
services  covered  by  Part  B  of  Medicare.     Each  claim  involves  two  different 
determinations  with  respect  to  each  distinct  service  furnished  the  bene- 
ficiary.    First,   the  carrier  must  determine  whether  the  service  is  covered. 
If  it  is,  then  the  carrier  must  determine  the  reasonable  charge  for  that 
service.     Since  the  determination  of  reasonable  charges  requires  that  the 
carrier  have  information  both  about  an  individual  physicians' s  customary 
charge  for  a  given  service  and  prevailing  charges  among  physicians  in  the 
area  for  similar  services,  the  efficiency  of  a  carrier's  claims  process  is 
very  much  dependent  upon  its  maintaining  accurate  and  current  information 
concerning  physician  and  supplier  charge  patterns  in  the  locality. 
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Because  Part  B  claims  processing  involves  the  handling  of  many  millions  of 
small  bills  and  intricate  comparisons  of  bill  charges  against  the  customary 
and  prevailing  charge  screens,  it  has  necessarily  become  an  increasingly 
computerized  activity  in  order  to  accommodate  the  huge  claims  volume 
expeditiously  and  economically.     For  most  carriers  this  has  required  either 
the  establishment  of  new  EDP  capability  or  major  expansion  of  existing 
systems . 

Development  of  the  Part  B  Model  System:    Within  a  year  after  Medicare 
became  operational,  most  carriers  were  using  some  degree  of  automation  in 
their  claims  processing  operations.     The  sophistication  of  their  automated 
methods  and  their  effectiveness  and  cost  varied  greatly.     Although  many 
automated  systems  did  an  excellent  job  in  one  or  more  aspects,  no  single 
carrier  system  fully  satisfied  all  program  objectives  or  the  precise 
requirements  on  reasonable  charge  methodology.     Except  for  the  very 
smallest,  carriers  which  were  not  automated  were  planning  to  automate, 
and  those  which  already  had  automated  systems  were  revising  them  or 
designing  more  sophisticated  systems.     And,  as  new  legislation,  policy 
decisions  and  administrative  actions  almost  always  require  systems  changes, 
it  could  be  expected  that  there  would  be  constant  activity  in  designing, 
redesigning,  and  programming  carrier  systems.     Costs  of  such  activity  are 
substantial  in  individual  situations  and  immense  in  the  aggregate.  It 
became  apparent  that  if  the  best  features  of  carrier  systems  could  be 
ccnso\\Aai~e*A  into  a  comprehp.nsi ve  svstem  which  would  be  available  to  all 
carriers,  much  duplication  of  effort  and  costs  in  systems  development  and 
maintenance  could  be  avoided,  and  overall  carrier  performance  could  be 
improved . 

Considerations  such  as  these  led  to  the  concept  of  the  Model  Part  B  Data 
Processing  System.     Design  of  the  system  was  begun  in  mid- 1968,  and  in 
June  1969  the  system  was  put  in  operation  in  North  Carolina.  SSA's 
Bureau  of  Health  Insurance  spearheaded  the  effort,  using  the  best  features 
of  several  carrier  systems  and  laying  out  the  basic  concepts  and  specifi- 
cation.    The  systems  development  and  programming  were  done  in  collaboration 
with  the  Pilot  Life  Insurance  Company  of  North  Carolina,  then  a  Part  B 
carrier,   1/  and  the  McDonnell  Douglas  Automation  Company. 


1/    Pilot  Life  Insurance  Company  terminated  its  carrier  contract  in 
July  1969  and  was  replaced  by  the  Prudential  Insurance  Company. 
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All  programming  for  the  system  is  written  on  COBOL  (Common  Business- 
Oriented  Language)  so  that  it  can  be  readily  adapted  to  most  makes  of 
computer  equipment.     Key  features  of  the  system  include:     (1)  processing 
and  control  of  claims,  including  query  and  reply  procedures;   (2)  develop- 
ment and  use  of  an  automated  history  file;   (3)    prevention  of  duplicate 
payments;   (4)     determination  of  reasonable  charges;  and  (5)  controls  on 
utilization  of  services. 

By  July  1971,  the  Part  B  Model  System  was  being  used,  in  whole  or  part, 
at  twelve  carrier  locations.   2/    It  is  scheduled  to  be  installed  at  six 
to  eight  other  carrier  locations  by  June  30,   1972.     Maintenance  and 
further  developmental  work  on  the  System  is  being  done  under  contract  with 
the  McDonnell  Company.     Both  to  reduce  costs  and  gain  better  control, 
however,  SSA  plans  to  develop  the  internal  staff  capacity  to  absorb  most 
of  this  maintenance  and  development  work  during  the  course  of  the  next  two 
years . 

Other  Part  B  EDP  Systems:     In  another  major  systems  development,   Texas  Blue 
Shield  turned  to  Electronic  Data  Systems  Corporation,  a  private  Texas-based 
computer  facility  and  software  firm  it  had  been  using  for  systems  modifica- 
tions and  expansion.     This  began  as  a  limited  computer  process  in  1966, 
and  was  substantially  revised  at  the  end  of  1967  and  early  in  1968  to 
maximize  computer  utilization  and  to  accommodate  changes  made  necessary  by 
tne  iy67  amendments  to  the  Sucial  Secui.  I'<-_y  A<_t. 

Under  subcontract  with  Texas  Blue  Shield,  EDS  developed  a  computer-oriented 
data  processing  system  which,  by  July  1971,  has  been  installed  at  nine 
carrier  locations.  3/     The  system  is  administered  by  Electronic  Data 
Systems  Federal  Corporation  (EDSF),  a  wholly  owned  EDS  subsidiary.  Its 
capabilities  have  been  expanded  over  time  so  that  computer  processes  are 
now  used  throughout  the  claims  processing  system,  from  the  point  of  receipt 
of  the  claim  to  preparation  of  the  check  and  explanation  of  benefits 
statement  for  beneficiaries.     In  addition,   the  system  generates  a  range 
of  statistical  data  which  permits  identification  of  aberrant  patterns  in 
the  delivery  of  medical  services  for  utilization  review  purposes. 


2/    Prudential  -  North  Carolina;   South  Dakota  Blue  Shield;  Alabama  Blue 
Shield;  Illinois  Blue  Shield;  Colorado  Blue  Shield;  Pan  American- 
Louisiana;  Aetna-Nevada;  Aetna -Oklahoma ;  Mutual  of  Omaha -Nebra ska ;  Group 
Health  Insurance  Company  of  New  York  (Queens);  and  Medical  Service  of 
D.C.     In  addition,  Kansas  City  Blue  Shield  uses  the  control  module  of 
the  Model  System. 

3/    EDSF  is  used  by  Blue  Shield  plans  in  the  following  States:  Texas, 

Pennsylvania,  Indiana,  Massachusetts,  California,  Kansas,  Iowa,  Minnesota 
and  New  York  (United  Medical  Service  only).     Effective  November  1971, 
Arkansas  Blue  Shield  began  to  use  the  services  of  EDSF. 
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Carriers  using  the    EDS  system  have  been  able  to  enhance  the  effectiveness 
and  efficiency  of  their  operations  and  have  been  relieved  of  the  increasingly 
difficult  tasks  of  maintaining  extensive  computer  hardware  and  finding  and 
retaining  competent  technical  staff  for  EDP  planning  and  programming. 
In  addition,  EDSF  offers  systems  design  and  processing  for  all  phases  of 
a  carrier's  business,  not  just  Medicare.     Because  of  the  size  and  diversity 
of  their  own  business  activities,   the  commercial  insurance  companies 
serving  as  carriers,  had  greater  resources  on  which  to  draw  and  were  not, 
therefore,  as  attracted  by  this  aspect  of  EDSF.     It  was  to, the  Blue  Shield 
plans  that  this  capability  of  EDSF  had  the  greatest  appeal.     Many  of  them 
were  finding  it  increasingly  difficult  to  meet  the  demands  of  the  volume 
and  complexity  of  modern-day  claims  processing. 

In  March  1967,  Rhode  Island  Blue  Shield  entered  into  a  contract  with  the 
Applied  Systems  Development  Corporation  (ASDC)  of  Providence,  Rhode  Island, 
for  the  development  and  installation  of  a  Medicare  claims  processing 
system.     The  ASDC  system  was  installed  in  Rhode  Island  in  mid- 1967.  By 
July  1971,  it  was  being  used  by  four  carriers  serving  in  six  States.  4/ 
Like  EDS,  ASDC  can  also  supply  systems  which  can  be  used  in  the  carrier's 
regular  business.  5/ 

Part  A  Claims  Processing  Systems :     We  chose  to  undertake  development  of 
the  Part  B  Model  System  first  because  the  need  was  greater  and  available 
resources  were  not  sufficient  to  permit  simultaneous  deve1ripmor>'~  ftf  systems 
for  both  Parts  A  and  B.     Many  carriers  were  experiencing  difficulty  in 
devising  automated  claims  processing  systems  which  met  Medicare  requirements, 
and  the  Model  System  was  intended  to  alleviate  those  difficulties. 


4/    Three  Blue  Shield  plans  -  Rhode  Island,  New  Hampshire /Vermont ,  and 
Rochester  -  and  the  Nationwide  Insurance  Company. 

5/     The  Intergovernmental  Relations  Subcommittee  of  the  House  Government 
Operations  Committee  began  a  series  of  hearings  in  September  1971 
examining  Medicare  data  processing  arrangements  and  activities 
carried  out  through  the  use  of  subcontractors.     The  Subcommittee 
has  been  particularly  interested  in  EDS  development,  costs  and 
subcontracting  arrangements. 
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Automation  of  claims  processing  for  Part  A  was  considerably  less  urgent. 
Not  only  was  the  claims  volume  much  less,  but  also  the  bulk  of  the 
business  under  Part  A  was  assigned  to  the  Blue  Cross  Association  (CCA) . 
The  provisions  of  the  law  and  the  procedures  established  pursuant  to  the 
law  fitted  in  with  existing  Blue  Cross  methods  of  claims  processing  and 
payment . 

As  experience  indicated  that  there  was  need  for  systems  modifications  at 
many  individual  intermediary  locations,   it  became  evident  that  such 
modifications  could  result  in  duplication  of  effort  and  expense  and  at 
the  same  time  fail  to  recognize  the  systems  developments  elsewhere. 
Attention  was  directed,  therefore,  to  identifying  the  salient  features  of 
the  more  sophisticated  systems,  the  limitations  or  deficiencies  generally 
present  and  the  added  dimensions  that  were  needed  to  apply  EDP  application 
to  the  bill  paying,  data  recording  process. 

BCA  began  development  of  a  Model  System  in  the  spring  of  1969.     An  EDP 
steering  committee  composed  of  BCA  staff  and  eight  members  representing 
different  sized  Plans  was  organized  to  determine  the  concepts  and 
characteristics  of  a  uniform  national  system  for  their  Medicare  operations. 
In  July  1969,  two  SSA  representatives  were  assigned  to  work  with  the  BCA 
group  to  ensure  that  the  system  met  Medicare  needs. 

In  October  ?.9^Q,  the  Aetna  Life  Insurance  Company  began  development  of  a 
data  processing  system  for  its  Part  A  Medicare  business.     SSA  agreed  on 
the  condition  that  the.  system  would  be  made  available  and  would  be  readily 
adaptable  to  the  needs  of  any  other  commercial  intermediary  wishing  to  use 
it,  and  that  SSA  and  other  interested  intermediaries  could  participate 
and  be  kept  abreast  of  developments. 

Although  both  the  BCA  and  Aetna  systems  automate  the  entire  claims  process 
and  perform  essentially  the  same  functions,  they  are  designed  to  accommodate 
the  differing  requirements  of  potential  users.     Because  Blue  Cross  plans 
are  organized  as  individual  operating  entities  and  most  of  the  plans  have 
small  scale  computer  equipment,   the  system  was  designed  to  consist  of  a 
number  of  small  programs  which  could  be  implemented  and  operated  at  the 
user  location.     Most  potential  commercial  users  of  the  Aetna  system  have 
large  scale  computer  equipment,  and  the  system  was  designed,  therefore, 
as  a  totally  integrated  processing  system  utilizing  large  scale  programs. 
Since  the  Aetna  home  office  at  Hartford,   Connecticut,  centrally  controls 
and  coordinates  activities  of  field  offices,   the  Aetna  system  was 
designed  on  a  regional  concept  with  data  being  transmitted  from  all  field 
offices  to  a  central  location  for  processing. 
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Both  systems  provide  advantages  in  the  control  of  claims  from  receipt  to 
final  disposition,  speed  of  handling  claims,  savings  in  clerical  time, 
and  the  provision  of  data  previously  not  generally  available.     The  major 
advantages  which  Medicare  expects  to  realize  are  the  cost  reductions 
that  result  from  centralized  systems  maintenance  and  control  and  the 
elimination  of  duplication  of  systems  development  efforts  by  individual 
intermediaries . 

As  of  July  1,   1971,  the  BCA  system  had  been  implemented  at  three  Plan 
locations.     The  full  system  has  been  installed  at  two  of  the  sites;  at 
the  third,  only  the  outpatient  segment  is  being  used.     Fifteen  additional 
Plans  are  scheduled  to  be  in  some  stage  of  implementation  of  the  full 
system,  or  some  segment  of  it,  by  June  30,   1972.     Development  of  the 
Aetna  system  should  soon  be  completed,  and  it  is  expected  that  by  July  1972, 
the  system  will  begin  operating  at  three  Aetna  locations  and  three 
Travelers  Insurance  Company  locations. 

Provider  Cost  Reports  and  Audits 

To  establish  the  costs  for  which  Medicare  is  responsible,  providers  are 
required  to  file  cost  reports  at  the  end  of  their  accounting  year.  Those 
reports  are  subject  to  audit  by  our  intermediaries  and  final  settlement 
negotiations.     Delays  in  the  cost  report-audit  process  began  to  develop 
atter  trie  xnitial  accounting  pei.iuu  liau  lIubcJ  and  became  a  problem 
of  considerable  magnitude.     To  a  large  extent,  cost  report  delinquencies 
were  caused  by  inadequate  accounting  and  cost  finding  capability  among 
providers.     This  was  particularly  true  among  extended  care  facilities. 
In  conducting  field  audits,  intermediaries  frequently  found  that  records 
were  inadequate  and  that  audits  could  not  be  conducted  without  extensive 
review  of  all  records  and  data.     Intermediaries  often  had  to  assist 
providers  in  reconstructing  defective  records  and  completely  revising  cost 
reports . 

As  providers  and  intermediaries  have  become  more  experienced  with 
Medicare  requirements,  there  has  been  significant  improvement.  During 
fiscal  1970,  provider  recordkeeping  and  cost  finding  improved  considerably, 
and  intermediaries  demonstrated  greater  mastery  of  Medicare  reporting 
requirements  and  facility  in  applying  them.     Intermediaries  began  to  assume 
a  more  aggressive  approach  to  securing  timely  cost  reports  and  monitoring 
audit  and  settlement  activities. 
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Providers  are  required  to  submit  cost  reports  within  90  days  after  the 
close  of  their  accounting  year.     No  penalty  was  imposed  for  noncompliance 
with  this  requirement  until  November  1967  when        instructed  intermediaries 
that  " .   .    .  if  a  provider  has  neglected  to  file  a  cost  report  form  after 
having  been  granted  extensions  beyond  the  ninety-day  due  date,  and  the 
intermediary  believes  that  in  the  absence  of  cos-tt  data  there  is  a  question 
as  to  the  accuracy  of  the  interim  rate,  the  intermediary  may,  at  its  option, 
reduce  the  interim  rate  until  such  time  as  the  cost  report  form  has  been 
filed  and  reviewed  by  the  intermediary."  , 

To  further  expedite  the  cost  report-audit  process,  we  directed  intermediaries 
to  obtain  sufficient  in-house  audit  capability  to  process  cost  reports 
and  monitor  the  work  of  subcontracting  auditors..    We  also  issued  guide- 
lines authorizing  intermediaries  to  limit  the  Sfcope  of  audits  for  certain 
providers  and  to  use  short-cuts  in  handling  mlrxM:  audit  adjustments. 
Further,  we  have  required  intermediaries  to  assign  priorities  in  conducting 
audits.     Providers  which  have  changed  ownership  or  leave  the  program 
and  those  which  have  been  overpaid  or  have  unusually  high  interim  reim- 
bursement rates  must  be  audited  first. 

During  the  fiscal  year,  the  option  which  had  bem  given  to  intermediaries 
was  changed  to  a  requirement  that  interim  rates  be  reduced  or  payment 
discontinued  altogether  when  a  provider  fails  £ur  submit  its  cost  report 
t>y  the  due  date.     Under  instru<_LiouS  issued  in  September  1969,  ar>  1'nl"'ir- 
mediary  may  grant  a  provider  a  calendar  month  <extension  beyond  the  90-day 
due  date,  if  it  finds  justification.     In  the  absence  of  extenuating 
circumstances,  intermediaries  must  reduce  interiim  rates  by  a  minimum  of 
20  percent  if  a  cost  report  has  not  been  filed  by  the  due  date.     If  an 
extension  is  granted,   the  reduction  must  be  imposed  when  it  expires.  At 
the  end  of  six  months  after  the  provider's  accounting  year  ends,  all 
further  payments  must  be  withheld  until  an  acceptable  cost  report  is 
received . 

Intermediaries  were  informed  of  our  concerns  alkaut  deficiencies  in  the 
audit  program  and  were  directed  to  focus  top  management  attention  to 
all  aspects  of  these  problems.     We  identified  itiiose  intermediaries  which 
had  shown  below-average  performance  and  directesD  that  special 
attention  be  devoted  to  isolating  the  causes  f©ir  delays  and  expediting 
corrective  action. 

Beneficial  effects  of  efforts  to  improve  cost  ireporting  and  auditing 
manifested  themselves  in  two  ways.     First,  during  FY  1970  there  was 
gradual  but  significant  improvement  in  the  percentage  of  cost  reports 
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received  and  audited  for  the  first  two  accounting  years.     Second,  cost 
reporting  and  audit  activity  moved  at  a  much  faster  pace  than  during 
the  first  three  years. 

During  the  first  years  of  operations,  providers  generally  benefited  from 
comprehensive  audit.     Many  misconceptions  about  the  program's  provisions, 
its  data  requirements,  and  related  aspects  of  reasonable  costs  were 
clarified  through  the  audit  process.     In  addition,  institutions  learned 
to  refine  various  aspects  of  their  accounting  systems,  and  intermediaries 
gained  valuable  insight  into  provider  operations. 

In  an  effort  to  expedite  settlement  of  cost  reports  and  reduce  audit  costs, 
we  established  a  policy  of  periodic  audit  which  permits  settlement  of 
most  cost  reports  upon  completion  of  an  intensive  desk  review.  6/  We 
are  also  encouraging  hospitals  to  file  cost  reports  certified  by  their 
own  auditors  in  an  effort;  to  reduce  processing  time  and  audit  costs. 

As  a  step  toward  improving  management  control  of  the  entire  provider 
audit  program,  we  began  preparation  for  a  computerized  reporting  system 
which  will  monitor  all  aspects  of  the  program  on  an  individual  provider 
basis.     We  have  also  begun  to  develop  an  evaluation  and  measurement 
system  designed  to  evaluate  the  effectiveness  of  provider  auditing 
policies.     Based  on  a  statistical  sample,  cost  reports  settled  under 
various  auditing  techniques  will  be  subjected  to  intensive  rcaudit  tc 
test  the  validity  and  results  of  the  audit  techniques  employed.     On  the 
basis  of  the  results  of  such  validation,  appropriate  policy  changes  can 
be  made. 

Evaluating  Contractor  Performance 

Evaluation  of  contractor  performance  depends  upon  there  being  an  adequate 
data  base  upon  which  to  predicate  standards  of  performance.     As  with  any 
new  program,  Medicare  had  no  prior  experience  which  could  serve  as  a 
frane  of  reference  for  identifying  above  average,  average,  and  below 
average  performance.     Rapid  growth  of  workload  and  temporary  distortions 


6/     These  settlements  remain  subject  to  audit  for  three  years.  Cost 
reports  of  providers  leaving  the  program  and  providers  new  to  the  program 
must  be  audited,  however.     Where  potential  adjustments  are  significantly 
greater  than  the  cost  of  audit  and  in  some  few  other  situations  there 
must  be  an  audit. 
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generated  during  the  tooling-up  period  rendered  early  operating 
experience  unsuitable  as  a  data  base.     It  was  not  until  operations 
began  to  stabilize  that  meaningful  comparative  data  started  to  evolve. 
And,  from  these  data,  we  are  developing  comparative  standards  of  contractor 
performance. 

Evaluation  of  the  various  aspects  of  individual  contractor  performance  is 
based  upon  a  variety  of  sources  of  information.     Of  primary  importance 
were  contractor  performance  review  reports, 6a/  but  a  number  of  other  reports, 
such  as  those  prepared  by  regional  offices  and  reports  of  special  visits, 
are  also  used.     In  addition,  valuable  information  is  gleaned  from 
contractors'  periodic  statistical  reports  and  from  financial  data  and 
other  records  which  contractors  submit. 

Contract  Performance  Review:     Periodically  a  contract  performance  review 
team  visited  each  contractor  to  assess  its  Medicare  operations.     A  team 
spent  several  days  at  a  contractor's  place  of  business,  studying  opera- 
tional problems,  observing  procedures,  examining  records  and  interviewing 
personnel  at  all  levels.    Management  practices,  claims  processing, 
professional  relations,  application  of  reimbursement  principles  and  all 
other  aspects  of  contractor  operations  were  closely  examined.     Key  areas  of 
current  concern  in  contractor  operations  were  given  special  emphasis. 
Information  gathered  during  these  reviews  was  the  basis  for  recommendations 
for  improving  the  efficiency  of  operations  and  for  comparative  analysis 
and  evaluation  of  contractor  performance. 

By  the  close  of  fiscal  1970,  all  Part  A  and  Part  B  contractor  operations 
had  been  reviewed  at  least  or.ce,  and  some  had  been  reviewed  twice.  From 
the  beginning  of  the  performance  review  program,  we  completed  233  reviews, 
covering  109  Part  B  operations  and  124  Part  A  operations. 

Contractor  Statistical  Reports:     Contractors  are  required  to  prepare  only 
one  recurring  statistical  report.     It  is  a  monthly  summary  report  which 
contains  gross  figures  on  workloads,  including  counts  of  claims  received, 
processed  and  pending.     The  report  has  been  modified  to  elicit  data  on 
other  aspects  of  performance  such  as  the  volume  and  dollar  amount  of  claims 
reduced  because  of  reasonable,  charge  criteria  and  the  reporting  of  level 
of  care  denials  in  ECF.  bill  processing. 

Contractor  Records:     Records  such  as  provider  bills  and  payment  records 
submitted  by  contractors  to  update  government  records  also  provide  useful 
program  and  operating  data.     Data  on  the  speed  with  which  intermediaries 
process  workloads,  for  example,  are  obtained  from  Part  A  bills,  and  similar 


6a/   Contract  performance  review  as  a  structured,  formalized  activity  has 
been  phased  out.     Surveillarce  of  contractor  performance  is  now  a 
continuing  responsibility  of  on-site  representatives  (discussed  in  the 
next  section  of  this  chapter)  and  the  staff  of  Medicare  regional  offices. 
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data  for  Part  B  bills,  are  obtained  from  payment  records.     From  these, 
tables  are  prepared  showing  the  performance  of  each  intermediary  and  the 
national  performance.     We  are  also  able  to  compile  information  from 
these  records  on  the  incidence  of  errors  in  contractor  queries  about 
the  entitlement  status  of  beneficiaries.     Since  query  errors  adversely 
affect  bill  processing,  manpower  utilization  and  processing  costs, 
information  as  to  their  incidence  is  of  particular  importance.  Similar 
information  is  compiled  about  billing  errors  which  is  useful  in 
assessing  this  aspect  of  intermediary  performance. 

Measuring  Contractor  Performance:     Intermediary  and  carrier  performance 
is,  in  part,  measured  through  the  use  of  select  quantitative  factors. 


Factors  Used  in  Evaluating  All  Contractors 

1 .  Weeks  work  on  hand 

2.  Percent  of  claims  pending  over  30  days 

3.  Claims  production  rate 

4.  Unit  cost  per  claim  processed 

5.  Query  reply  reject  rate  (inquiries  as  to  beneficiary  benefit 
status  which  cannot  be  processed  because  of  e"rrors) 


Factors  Peculiar  to  Carriers 

1.  Payment  Record  Return  Rate  (reflects  the  proportion  of  records 
which  cannot  be  processed  in  SSA  because  of  errors) 

2.  Carriers'  Reasonable  Charge  Capability  (measures  the  adequacy 
and  effectiveness  of  the  methodology  used  in  screening 
physician  and  supplier  charges) 


Factor  Peculiar  to  Intermediaries 


1.     Percent  of  field  audits  completed  for  each  accounting  year 

Although  these  performance  indicators  do  not  encompass  the  full 
spectrum  of  a  contractor's  performance,  we  believe  that  they  are 
significant  as  quantitative  measures  of  specific  aspects  of  performance. 
Each  indicator  is  intended  to  tell  a  story  about  one  aspect  of  a 
contractor's  operations.     The  indicators  do  not,  and  cannot,  measure 
the  quality  of  the  processed  claim  and  cannot  be  used,  therefore,  to 
measure  overall  contractor  performance.     Nor  should  they  be  translated 
into  performance  goals,  because  the  operating  data  upon  which  such 
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projections  would  be  based  have  not  yet  become  sufficiently  stabilized. 
As  more  data  accumulate  and  become  less  influenced  by  stresses  which 
tend  to  distort  usual  operating  experience,  we  will  revise  these 
indicators  in  an  effort  to  arrive  at  more  representative  overall 
performance  measures. 

Resident  Representative  Program 

Administration  of  the  Medicare  program  requires  close  liaison  between 
the  Social  Security  Administration  and  the  organizations  serving  as 
intermediaries  and  carriers.     Although  valuable  administrative  tools, 
neither  the  statistical  reports  which  contractors  submit  nor  the 
periodic  contract  performance  reviews  provide  the  kind  of  day-to-day 
liaison  and  coordination  which  we  believe  necessary.     At  best,  they 
have  alerted  us  to  problems  considerably  after  they  had  developed,  and 
certain  other  kinds  of  internal  problems  they  have  not  disclosed 
at  all. 

In  an  effort  to  improve  surveillance  and  liaison  and  to  increase  the 
efficiency  and  effectiveness  of  contractor  operations,  we  put 
representatives  of  the  Social  Security  Administration  on  location  at 
various  contractors'  places  of  business.  In  some  instances,  these 
resident  representatives  are  assigned  full-time  to  one  installation; 
in  other  situations,  they  serve  several  installations  on  a  regularly 
scheduled  basis.  Fifty-two  resident  representative  assignments  have 
been  made,  covering  109  contractor  locations. 

The  concerns  of  the  resident  representative  are  the  major  current 
administrative  concerns,  what  the  problems  are,  how  responsive 
contractor  management  is  in  dealing  with  them,  and  what  problems,  if 
any,  are  created  by  policy  or  procedural  instructions  from  the 
Social  Security  Administration.     He  observes,  assists,  makes  suggestions, 
appraises  and  reports.     Determining  the  course  of  action  to  be  taken 
remains  the  responsibility  of  contractor  management. 

Experience  during  the  program's  first  full  year  of  operations  tended  to 
prove  that  our  high  expectations  for  the  program  were  well  founded. 
Through  this  program,  we  have  achieved  a  degree  of  coordination  and 
liaison  with  our  contractors  which  would  have  been  difficult  to 
achieve  in  any  other  way.     That  has  been  beneficial  to  the  government 
and  Medicare  contractors  alike. 
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Program  Validation  Review 

Program  validation,  a  sample  review  function,  is  one cf  the  methods  we 

use  to  assess  how  well  contractors  and  providers  are  administering 

policies  and  operating  procedures.     The  focus  is  on  provider  program 

operations  but  related  contractor  operations  are  also  examined. 

Using  refined  statistical  information  compiled  by  SSA  we  can  identify 
what  appear  to  be  Mout-of- line"  individual  provider  billing  situations, 
length  of  stays,   etc.     Teams  made  up  of  central  and  regional  office 
personnel  conduct  onsite  validation  reviews  of  the  provider  and  inter- 
mediary operations  to  determine  if  those  operations  are  in  compliance 
with  policies  and  instructions.     Corrective  action  is,  of  course,  taken 
when  required  in  the  sample  situations  reviewed.     The  purpose,  however, 
of  program  validation  is  not  to  evaluate  the  performances  of  individual 
providers  and  intermediaries.     Rather,   it  is  to  gather  sufficient 
information  from  a  sampling  of  providers  and  intermediaries  reviewed  to 
assess  in  a  general  way  the  effectiveness  of  our  policies  and  procedures 
and  in  that  way  determine  trends  and  the  need  for  changes. 

We  foresee  that  as  this  activity  develops,  the  onsite  review  function  will 
be  carried  out  largely  by  the  regional  offices  and  the  central  office  role 
will  be  more  of  directing  and  coordinating  the  national  effort. 

Effecting  Contractor  Improvement 

Administering  Medicare  has  required  that  our  intermediaries  and  carriers 
carry  out  responsibilities  and  meet  standards  which  often  exceed  the 
requirements  of  their  private  businesses.     Medicare  offers  more  compre- 
hensive coverage  and  is  considerably  more  complex  than  most  programs 
our  contractors  have  administered  previously.     Given  that  improvement 
in  the  performance  of  contractors  is  necessary  and  expected,  our  policy 
has  been  to  work  closely  with  those  which  have  not;  been  performing  well 
in  an  effort  to  assist  them  in  effecting  improvements.     We  have  also 
employed  the  device  of  renewing  contracts  on  a  short-term  basis  with 
further  renewal  being  contingent  on  marked  improvement  in  performance. 
Contract  termination  has  been  held  in  abeyance  for  use  only  when  other 
efforts  fai 1 . 

Experience  has  demonstrated  that  contract  terminations  generate  many 
problems  and  present  questionable  assurance  that  the  replacement  contractor 
will  perform  significantly  better  than  its  predecessor.     There  is  a 
substantial  loss  of  investment  in  the  terminated  contractor  and  consider - 
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able  added  cost  involved  in  getting  the  new  contractor  established. 
No  matter  the  potential  of  the  new  contractor,   there  is  some  considerable 
time  before  a  new  or  additional  Medicare  workload  can  be  economically  and 
efficiently  integrated  into  its  established  operation,  causing  disruption 
of  service  to  beneficiaries  and  providers. 

Where  contracts  have  had  to  be  terminated,  we  have  preferred  to  assign 
the  workload  to  another  organization  already  under  Medicare  contract. 
This  tends  to  mitigate  many  of  the  problems  involved  in  making  the 
transition  to  a  substitute  contractor. 


During  fiscal  1970,  the  Administration  notified  five  Blue  Shield  carriers 
and  one  Blue  Cross  intermediary  that  their  contracts  would  be  renewed  on 
a  conditional  basis  for  the  period  beginning  July  1,   1970.     The  conditional 
renewals  provided  for  unilateral  termination  by  the  Secretary.     With  the 
exception  of  one  of  the  Blue  Shield  Plans  which  was  in  rather  shaky 
financial  condition,   the  significant  reason  for  this  action  was  poor 
contractor  performance.     Contractors  whose  performance  was  poor  were 
placed  on  notice  that  continuance  of  the  contract  was  predicated  on  their 
showing  significant  improvements  in  specifically  identified  areas. 

Modifications  in  Intermediary  and  Carriei.  Con  tracts 

Contracts  with  Part  A  intermediaries  are  for  a  two-year  term  and  are 
automatically  renewable  for  successive  two-year  periods,  unless  the 
intermediary  or  the  Secretary  gives  notice  of  intention  not  to  renew. 
All  intermediaries  were  notified  prior  to  July  1,   1969,   that  we  would 
negotiate  changes  in  the  contracts  before  July  1,   1970.     Both  technical 
and  substantive  modifications  had  to  be  made  to  incorporate  in  the 
contracts  changes  which  experience  in  administering  the  program  indi- 
cated were  necessary.     Carrier  contracts  are  for  a  one-year  term  with 
renewals  for  successive  periods  of  one  year  unless  notice  of  intention 
not  to  renew  is  given.     Carriers  were  also  advised  of  our  plans  to 
negotiate  certain  modifications  of  the  contracts  to  reflect  necessary 
changes . 

During  the  latter  part  of  fiscal  1970,  there  were  intensive  negotiations 
with  the  Blue  Cross  Association,   the  Legal  Subcommittee  of  the  Health 
Insurance  Association  of  America,  and  representatives  of  the    Blue  Shield 
plans.     The  following  summarizes  major  contract  changes  which  resulted  from 
those  negotiations. 


15 


Changes  in  all  contracts  (BCA,  Part  A  and  Part  B) 


A.  Administrative  costs  limited  to  approved  budget  amounts  - 
Contracts  now  provide  for  the  negotiation  of  budget  estimates  and 
state  that  subject  to  certain  restrictions,  the  approved  budget 
estimates  shall  be  the  limit  of  reimbursable  costs. 

B.  Complementary  insurance  -  Contracts  now  specifically  define  the 
manner  in  which  a  contractor  may  integrate  its  am  insurance  claims 
process  with  that  of  Medicare,  and  the  manner  in  which  costs  will 
be  allocated  when  the  claims  processes  are  integrated. 

C.  Onsite  representative  -  A  new  clause  has  been  added  asserting 
the  Secretary's  right  to  maintain  onsite  representatives  on  the 
premises  of  a  contractor  in  order  to  maintain  a  continuing  overview 
of  contractor  performance. 

D.  Use  of  Medicare  data  -  This  provision  reinforces  the  specific  proh 
bition  against  intermediaries  and  carriers  using  either  Medicare  data 
or  their  positions  as  Medicare  contractors  to  promote  their  own 
private  business  interests. 

E.  Approval  of  subcontracts  -  The  new  agreements  specify  in  more 
detail  tlic  obligation  of  the  contractor  to  seek  prior  approval  for 
leases  and  subcontracts  and  assure  that  significant  subcontracted 
Medicare  expenses  are  reviewed. 

Changes  incorporated  in  the  Blue  Cross  Association  prime  contract 

A.  General  instructions  -  A  provision  has  been  added  to  the  contract 
obligating  BCA  to  comply  with  general  instructions  issued  by  the 
Social  Security  Administration.     BCA  had  interpreted  its  earlier 
contract  as  requiring  it  to  comply  only  with  the  law  and  regulations. 

B.  Direct  access  to  individual  Blue  Cross  Plans  -  Contracts  now 
specifically  reserve  to  the  Secretary  authority  to  communicate 

.directly  with  individual  plans  concerning  all  matters  covered  by  the 
Plan's  subcontract. 

C.  SSA  termination  of  Plan  subcontracts  -  A  clause  was  added 
permitting  the  Secretary  to  notify  any  Blue  Cross  Plan  of  his 
intention  not  to  approve  the  Plan  for  another  contract  term,  thereby 
terminating  the  Plan's  participation  in  the  program. 
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3.  Changes  incorporated  in  the  Blue  Cross  Association  and  all  other 
Part  A  contracts 

Utilization  Review  -  This  article  has  been  amended  to  more  adequately 
reflect  the  intermediary's  role  in  utilization  review.     In  studying 
the  effectiveness  of  a  provider's  utilization  review  procedures,  an 
intermediary  is  now  required  to  include  the  appraisal  and  evaluation 
of  the  results  of  provider  utilization  review  activities  and  make 
recommendations  for  any  changes  which  seem  desirable. 

Notice  of  non-renewal  of  contract  -  Although  the  term  of  the  prime 
contract  and  subcontracts  (Blue  Cross  plans)  remains  at  two  years, 
the  new  agreement  reduces  the  time  period  for  notice  of  non-renewal 
from  one  year  to  six.  months. 

4.  Changes  incorporated  in  Part  B  contracts 

A.  Utilization  safeguards  and  use  of  medical  practitioners  -  This 
article  clarifies  the  carrier's  responsibility  in  the  control  of 
utilization  of  Part  B  services  and  specifies  that  carriers  must  have 
available  the  assistance  of  medical  practitioners  when  developing 
and  applying  utilization  safeguards. 

B.  Rights  to  data  -  A  clarification  and  expansion  of  the  Secretary's 
right  to  have  access  to  Medicare  data  and  information  held  by  the 
carrier  has  been  included  in  the  carrier  agreement. 

Cost  of  Contractor  Operations 

Administrative  costs  for  Part  A  intermediaries  increased  from  $75,802,200 
in  fiscal  1969  to  $99,352,200  in  1970,  an  increase  of  $23,550,000,  or  31 
percent,  of  which  $13,020,500  was  for  a  substantial  increase  in  the 
number  of  provider  audits.     In  1970,  approximately  12,400  field  audits 
were  completed,  representing  53  percent  of  all  field  audits  completed 
from  the  start  of  the  program  through  June  30,   1970.     The  remaining 
$10,529,700  of  increased  costs  was  attributable  to  increases  in  workload 
of  297,000  bills,  salary  and  other  price  increases,  and  increased  activity 
in  utilization  review  and  data  processing.     Improvements  in  utilization 
review,  utilization  safeguards  and  data  processing,  although  costly, 
result  in  trust  fund  savings  which  in  the  long-run,  are  expected  to  fully 
justify  the  expenditures  for  them. 
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Administrative  costs  of  Part  B  carriers  increased  from  $118,375,000  in 
1969  to  $138,079,900  in  fiscal  1970.     Here,  too,  the  cost  increases  were 
caused  by  increased  workload,  salary  and  other  price  increases  and  efforts 
to  improve  the  quality  of  work.     Intensified  effort  in  developing  more 
sophisticated  physician  profiles  and  improving  the  bill  review  process 
were  among  the  causes  of  administrative  cost  increases,  but  the  improve- 
ments which  resulted  also  generated  savings  in  benefit  payments  and 
effected  overall  reductions  in  program  costs. 

Measuring  administrative  costs  in  terms  of  dollar  expenditures,  however, 
tends  to  distort  their  significance  and  remove  them  from  the  only  context 
in  which  they  can  properly  be  considered,   their  relationship  to  benefits 
paid.     When  measured  as  a  percentage  of  benefits,  administrative  costs 
for  fiscal  1970  clearly  have  not  been  excessive.     The  entire  cost  of 
administering  the  hospital  insurance  program  in  1970,   including  not  only 
intermediary  costs  but  also  Social  Security  and  Internal  Revenue  costs, 
was  3.1  percent  of  the  benefit  payments  made.     Intermediary  costs  alone 
were  1.98  percent. 

In  Part  B,  it  was  always  anticipated  that  administrative  expenses  in 
relation  to  payments  would  be  much  larger  than  for  PartA  because  of  the 
great  volume  of  small  bills.     (During  fiscal  1970,  43.6  million  Part  B 
claims  were  processed.)     The  entire  cost  of  administering  Part  B  in 
fiprfil   1Q70  was  11.0  percent  of  benefits  paid.     Carrier  costs  alone  were 
8.3  percent. 

Contractor  Audit 

The  HEW  Audit  Agency  is  responsible  for  auditing  the  annual  administra- 
tive cost  proposal  submitted  by  each  intermediary  and  carrier  which 
forms  the  basis  for  final  cost  settlement.     Each  proposed  settlement  is 
reviewed  by  fiscal  personnel,  contract  administrators,  and  regional 
staff  of  the  Bureau  of  Health  Insurance  and  is  submitted,  together  with 
remarks  on  specific  areas  to  be  given  emphasis  by  the  auditors,  to  the 
Audit  Agency  for  examination. 

During  fiscal  1970,  the  Bureau    of  Health  Insurance  received  81  audit 
reports,  and  56  closing  agreements  were  signed.     Considering  closing 
agreements  signed  during  the  year,  without  regard  to  the  year  of  audit, 
intermediaries  and  carriers  claimed  $41,528,037;  the  Audit  Agency 
questioned  or  set  aside  for  SSA  determination  a  total  of  $1,202,307; 
SSA  disallowed  $764,642;  and  total  amount  of  settlement  was  $40,763,395, 
or  98.2  percent  of  the  amounts  claimed. 
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While  the  primary  purpose  of  the  audit  is  to  determine  the  allowability 
of  administrative  costs,  the  scope  of  the  audit  also  encompasses  certain 
aspects  of  program  operations.     The  HEW  Audit  Agency  noted  operational 
deficiencies  in  such  areas  as  detection  of  duplicate  claims,  reasonable 
charge  determinations,  management  of  provider  audits,  and  methods  of 
determining  provider  costs.     The  Bureau  of  Health  Insurance  has  been 
eware  of  many  of  these  deficiencies  and  has  been  working  toward  their 
resolution.     These  specific  problems  are  discussed  elsewhere  in  this 
report. 

Providers  of  Services-- Their  Relationships  with  State  Agencies 

Medicare  is  committed  to  encouraging  high  quality  medical  care. 
Regulations  prescribing  the  conditions  under  which  institutions  may 
participate  in  the  program  were  designed  to  assure  that  only  those 
institutions  which  furnish  an  acceptable  quality  of  care  are  certified 
to  participate.     The  manner  in  which  those  conditions  of  participation 
have  been  applied  has  itself  contributed  to  improving  the  quality  of 
care  in  institutions  throughout  the  country.     Motivated  largely  by  its 
concern  that  the  largest  possible  number  of  institutions  be  eligible 
to  participate  in  the  program,  Medicare,   through  agencies  in  each  State, 
has  worked  closely  with  many  institutions  to  help  them  make  the  improve- 
ments necessary  to  qualify  for  participation.     In  this  way,  we  have  not 
metely  mauc  uc Le rmina tions  as  to  vh ether  an  institution  qualifies  fh;r 
participation  but  have  induced  many  institutions  to  upgrade  their 
facilities  and  services. 

Health  facilities  are  certified  to  participate  in  Medicare  if  they  are  in 
substantial  compliance  with  the  conditions,  of  participation  -  that  is, 
they  must  be  found  to  meet  all  the  statutory  requirements  and  the  health 
and  safety  requirements  imposed  by  regulations.     Hospitals  accredited 
by  the  Joint  Commission  on  Accreditation  of  Hospitals  or  by  the  American 
Osteopathic  Association  are  deemed  to  meet  all  the  conditions  of  partici- 
pation except  for  the  utilization  review  requirement.     Hospitals  not  so 
accredited,  extended  care  facilities,  home  health  agencies,  and  independ- 
ent laboratories  must  be  found  to  meet  the  conditions  by  the  State 
agencies  which  survey  them.     Facilities  which  have  deficiencies  in  one 
or  more  of  the  conditions  of  participation  may  nevertheless  be  found  in 
substantial  compliance,  if  the  deficiency  does  not  involve  failure  to 
meet  a  statutory  requirement,  and  the  institution  is  able  to  provide 
adequate  patient  care  without  hazard  to  patient  health  or  safety  while  it 
makes  reasonable  efforts  to  correct  the  deficiency. 
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Providers  certified  to  participate  in  the  program  are  periodically 
resurveyed  by  the  State  agencies  to  determine  whether  they  continue  to 
meet  the  conditions  of  participation.     The  scope  of  State  agency  surveys 
and  consultative  activities  has  increased  steadily  each  year.  One 
measure  of  the  extent  of  survey  activity  is  the  fact  that  during  fiscal 
1970,  the  53  State  agencies  made  approximately  10,500  survey  visits  to 
participating  providers  to  evaluate  their  compliance  with  the  conditions 
of  participation.     The  261  full-time  and  782  part-time  State  agency 
surveyors  and  professional  consultants  also  made  over  13,000  other 
visits  to  providers  to  assist  them  in  correcting  deficiencies,  follow-up 
on  promised  deficiency  corrections,  investigate  complaints,  and  provide 
requested  consultation.     The  State  agencies  were  paid  $10,355  million  to 
perform  these  function,  a  $2.23  million  increase  over  1969,  when  $8,125 
million  was  expended  to  perform  some  15,000  surveys  and  provider  visits. 

As  of  June  30,   1969,  6,825  hospitals,  4,849  extended  care  facilities, 
2,209  home  health  agencies,  and  2,670  independent  laboratories  were 
certified  to  participate  in  the  program.     As  of  June  30,   1970  the 
number  of  participating  hospitals  had  dropped  to  6,776,  and  participating 
extended  care  facilities  had  decreased  to  4,656.     Participating  home 
health  agencies,  however,  had  increased  to  2,350  as  of  June  30,  1970, 
and  independent  laboratories  similarly  had  increased  to  2,684.  It 
should  be  noted  that  while  the  number  of  participating  hospitals  and 
extended  care  facilities  fell  during  fiscal  1970,  the  number  of  hospital 
beds  increased  by  more  than  22,000  (from  1,176,656  to  1,199,030).  At 
the  same  time,  the  number  of  ECF  beds  fell  from  341,725  to  333,630* 

Hospitals 

More  intensive  surveys  and  follow-up    contacts  continued  to  bring  about 
substantial  upgrading  as  the  States  recertified  participating  hospitals 
for  the  third  time.     While  a  considerable  part  of  the  survey  process 
continues  to  be  devoted  to  staffing  patterns  and  physical  environment, 
during  fiscal  1970,  State  agencies  were  able  to  place  much  more  emphasis 
upon  the  assessment  of  hospital  performance  in  the  actual  delivery  of 
services.     Surveyors  began  to  look  much  more  meticulously  into  such 
matters  as  (1)  whether  the  various  provisions  of  a  hospital's  by-laws 
are  being  executed",   (2)  the  adequacy  of  clinical  records  and  such  other 
key  records  as  the  operating  room  register  and  minutes  of  meetings  of  the 
medical  staff  committees  and  the  governing  body;  (3)  the  effectiveness 
of  the  tissue  and  medical  audit  committees  and  the  policies  and  procedures 
related  to  tissue  examination;  and  (4)  records  of  the  proceedings  of  the 
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utilization  review  committee.     The  result  has  been  steady  progress  among 
participating  hospitals  in  correcting  specific  deficiencies  and  in 
generally  improving  the  quality  of  services  they  offer. 

The  number  of  hospitals  certified  under  the  "special  access"  provision  7/ 
continued  to  drop  and  at  the  end  of  fiscal  1970,  stood  at  405,  a  decrease 
of  134  from  the  539  access  certifications  at  the  start  of  the  Medicare 
program.     There  was  a  corresponding  decrease  in  the  number  of  beds 
certified  under  this  provision- - from  19,000  at  the  beginning  of  the  pro- 
gram to  13,300  as  of  July  30,  1970. 

Most  of  the  hospitals  certified  under  the  access  provision  are  in  rural 
areas  and  have  not  been  able  to  attract  sufficient  nurses,  dietitians, 
and  other  paramedical  personnel  to  meet  Medicare  standards.     A  number, 
however,  were  close  to  meeting  program  requirements  by  the  end  of  the 
year  and  have  since  succeeded  in  achieving  substantial  compliance. 

Extended  Care  Facilities 

Medicare's  conditions  of  participation  had  much  greater  impact  on  nursing 
homes  than  hospitals.     Most  traditionally  operated  nursing  homes  were  not 
eligible  to  participate  in  the  program,   for  Medicare  defined  a  different 
kind  of  facility,   the  "extended  care  facility",  intended  to  provide  an 
alLcrriGtiyo  to  continued  hospital  i.?,a,tp  on  when  the  patient  no  longer 
required  the  services  of  a  hospital.     Extended  care  facilities  must 
satisfy  nursing  and  other  requirements  which  few  nursing  homes  could 
meet  when  Medicare  was  enacted .     Medicare  provided  the  incentive  to 
broaden  and  improve  services,  correct  deficiencies  of  long  standing  and 
even  to  construct  new,  modern  facilities.     The  overall  impact  has  been 
a  dramatic  improvement  in  the  quality  of  care  and  in  the  physical 
condition  of  the  facilities  which  upgraded  to  conform  with  Medicare 
standards . 


7/     The  "special  access"  provision  permits  certification  of  facilities 
which  do  not  fully  meet  the  conditions  of  participation  but  whose 
participation  in  the  program  is  deemed  necessary  to  assure  availability 
of  services  to  beneficiaries  in  isolated  areas  or  areas  where  there  is 
a  scarcity  of  qualified  providers.     Special  access  providers  must  (a) 
meet  all  statutory  requirements,   (b)  have  no  deficiencies  which  would 
jeopardize  patient  health  or  safety,  and  (c)  be  making  reasonable  efforts 
to  improve  services. 
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Of  the  4,656  extended  care  facilities  participating  in  the  program  as  of 
June  30,   1970,  only  1,274  were  certified  by  the  State  agencies  as  meeting 
all  the  standards  spelled  out  in  the  law  and  regulations.     The  other  3,382 
met  all  the  specific  requirements  of  the  law  but  were  found  to  have 
deficiencies  with  respect  to  one  or  more  of  the  conditions  of  participation 
imposed  by  regulation.     Increased  pressures  for  improvement  in  meeting 
Medicare  requirements  resulted  in  31  facilities  being  involuntarily 
terminated  during  fiscal  1970  and  664  voluntarily  withdrawing  from  the 
program  because  they  were  unable  or  unwilling  to  correct  deficiencies. 
A  special  study  spanning  January  through  October  1970  indicated  that  new 
facilities  which  became  eligible  to  participate  in  the  program  offset  the 
rate  cf  withdrawal  by  half. 

Certification  of  facilities  which  have  some  deficiencies  but  which  are 
not  considered  so  serious  as  to  create  a  hazard  to  the  health  and  safety 
of  patients  was  intended  to  make  accessible  to  Medicare  beneficiaries  the 
greatest  possible  number  of  extended  care  facilities  while  simultaneously 
encouraging  facilities  to  effect  needed  improvements.     It  is  an  approach 
consistent  with  that  taken  by  the  Joint  Commission  on  Accreditation  of 
Hospitals  and  by  State  licensing  agencies. 

Home  Health  Agencies 

Hc™e  health  c?.re  underwent  less  dramatic  but  equally  significant  changes 
as  a  result  of  Medicare.     No  more  than  250  home  health  agencies  existed 
throughout  the  country  which  offered  the  range  of  professional  services 
which  Medicare  regarded  as  critical.     Now,  four  years  after  the  program 
began,  there  is  increasing  recognition  of  home  health  care  as  an 
important  step  in  a  continuum  of  care  which  begins  with  hospitalization 
and  ends  with  the  patient's  return  to  his  home  where  he  continues  to 
receive  professional  care.     As  of  the  close  of  fiscal  1970,   2,350  home 
health  agencies  were  eligible  to  participate  in  the  program. 

Even  now,  however,  about  half  of  all  counties  in  the  country  are  not 
serviced  by  a  home  health  agency.    Most  are  sparsely  populated  rural 
counties,  but  some  have  quite  sizeable  populations.    At  the  beginning 
of  fiscal  1969,  99  counties  without  an  agency  had  populations  of  50,000 
or  more.     The  Public  Health  Service  and  State  agencies  in  which  those 
communities  were  located  undertook  a  special  effort  to  get  home  health 
agencies  established  and  have  been  successful  in  35  of  99  counties. 
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During  fiscal  1970,  we  made  an  analysis  of  the  total  home  health  agency 
visits  by  county.     The  assumption  underlying  this  study  was  that  the 
counties  whose  rates  were  below  the  median  were  probably  not  realizing 
the  fullest  potential  use  of  home  health  care  as  an  alternative  to 
inpatient  care.     As  part  of  the  study  follow-up,  the  Public  Health 
Service  will  attempt  to  identify  the  causes  and  help  the  agencies 
improve  their  rate  of  referrals. 

Independent  Laboratories 

Major  effort  has  been  made  to  coordinate  Medicare  independent  laboratory 
standards  as  well  as  survey  activities  with  the  Public  Health  Service 
Center  for  Disease  Control,  which  administers  the  Clinical  Laboratory 
Improvement  Act  of  1967  covering  laboratories  engaged  in  interstate 
commerce.     One  significant  result  of  that  effort  is  that  surveyors  from 
the  Center  for  Disease  Control  will  perform  Medicare  surveys  in  approxi- 
mately 200  laboratories  participating  in  both  programs,  eliminating  the 
duplication  of  survey  visits  which  had  previously  occurred.     In  addition, 
Medicare  has  contracted  with  MEDESCO,  a  company  which  specializes  in 
consultation  to  the  medical  community,   to  provide  quality  control  training 
to  State  agency  surveyors  in  all  regions. 

Termination  and  Voluntary  Withdrawal  of  Facilities 

Wnere  there  is  reasonable  likelihood  that  aa  institution  can  correct  its 
deficiencies,   the  State  agencies  exert  every  effort  to  assist  it  in 
raising  the  quality  of  care  to  at  least  the  minimum  program  requirements. 
In  this  way,  we  have  helped  maintain  the  availability  of  critically  needed 
health  care  institutions  for  Medicare  beneficiaries,  and  at  the  same 
time,  helped  to  bring  about  improvement  in  the  quality  of  care  offered. 
Where  it  has  been  demonstrated  that  further  assistance  will  not  be  produc- 
tive, where  deficiencies  are  so  serious  as  to  conflict  with  our  standards 
of  care,  we  terminate  the  facility.     To  date,   there  have  been  164  involuntary 
terminations,  involving  70  hospitals,   78  extended  care  facilities,   1  home 
health  agency,  and  15  independent  laboratories.     Most  of  the  terminated 
hospitals  and  extended  care  facilities  were  small  (under  50  beds) 
proprietary  institutions  and  tended  generally  to  be  located  in  rural  areas. 
Inability  to  meet  requirements  for  nursing  services,  health  and  safety 
and  utilization  review  have  been  the  most  prevalent  reasons  for  termination. 

Since  Medicare's  inception  in  1966,  1874  facilities  have  voluntarily 
withdrawn  from  the  program.  Of  those,  119  were  hospitals;  1491  extended 
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care  facilities;  159,  home  health  agencies;  and  105,  independent 
laboratories.     Some  were  faced  with  the  prospect  of  involuntary  termina- 
tion for  failure  to  meet  the  conditions  of  participation  and  chose  to 
withdraw  instead.     Others  complained  of  reimbursement  difficulties  or 
stated  that  they  had  too  few  Medicare  cases  to  warrant  continued  parti- 
cipation.    The  number  of  institutions  which  withdrew  was  too  low  to 
constitute  any  national  problem  of  availability  of  services  but  in  some 
communities  it  is  possible  that  shortages  are  developing.     We  are  now 
attempting  to  assess  the  overall  effect  of  withdrawals  and  terminations 
upon  the  availability  of  services  in  those  parts  of  the  country  where 
the  greatest  number  have  occurred. 

Assuring  the  Integrity  of  the  Certification  Process 

To  assure  that  State  agencies  properly  perform  their  Medicare  responsi- 
bilities, the  Social  Security  Administration  and  Public  Health  Service 
conduct  periodic  reviews  of  their  work.     Twenty- two  such  reviews  were  made 
during  fiscal  1970.     They  included  a  review  of    State  agency  providers' 
records,  an  assessment  of  certification  practices  and  direct  survey  of 
a  sampling  of  providers  to  test  the  effectiveness  of  the  certification 
process.    One  of  the  objects  of  these  reviews  is  to  assure  that  certifi- 
cation is  being  conducted  fairly  and  consistently  among  the  institutions 
in  the  State  and  to  encourage  reasonable  uniformity  among  the  various 
SLaLt:  cigcucies  in  the  manner  ir.  which  Medicare  standards  arp  applied. 
These  visits  are  supplemented  by  regular  visits  by  staff  in  our  regional 
offices  and  by  an  intensive  continuing  review  of  samples  of  State  agency 
certifications  to  assure  adherence  to  policies,  procedures  and  guidelines 
and  completeness  of  documentation  to  support  the  agency's  decision. 

Revising  the  Conditions  of  Participation 

Various  professional  health  care  organizations,  including  the  Joint 
Commission  on  the  Accreditation  of  Hospitals,  have  proposed  revision  of 
Medicare's  conditions  of  participation  to  reflect  significant  technological 
and  procedural  advances  which  have  occurred  since  Medicare  began.  Persuaded 
that  such  changes  would  probably  be  desirable  and  aware  that  the  experience 
of  the  first  three  years  also  indicates  the  need  for  certain  modifications, 
we  are  now  in  the  process  of  revising  the  conditions  of  participation  to 
clarify  and  amplify  them,  where  necessary,  and  to  incorporate  changes 
dictated  by  recent  developments  in  medical  care.    Working  with  Federal 
and  State  agencies  on  this  project  are  a  wide  variety  of  professional  and 
provider  organizations.     It  is  expected  that  proposed  regulations  will 
soon  be  ready  for  publication. 
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Fire  Safety  Activities 

The  construction  and  maintenance  of  a  physical  plant  free  from  fire  and 
explosion  hazards  continues  to  be  a  problem  for  some  of  the  Nation's 
health  facilities.     Inability  to  attain  a  fire- safe  environment  for 
patients  and  employees  has  been  one  of  the  principal  reasons  for  having 
to  terminate  the  participation  agreements  of  many  facilities. 

A  fire  in  a  Marietta,  Ohio  nursing  home  in  January  1970,  which  took  the 
lives  of  32  elderly  patients,  provoked  a  searching  examination  of  the 
fire  and  safety  standards  which  Medicare  had  been  using.     Carpeting  had 
contributed  to  the  spread  of  the  fire  at  Marietta,  and  it  was  on  that 
specific  matter  that  much  of  the  public,  concern  was  thereafter  focused. 
The  concern  of  this  Department  has  been  much  broader,  encompassing 
carpeting  and  all  Medicare  regulations  on  the  subject  of  patient  health 
and  safety. 

As  a  first  step,  we  announced  our  intention  to  revise  the  regulations 
to  make  the  Life  Safety  Code  applicable  to  all  inpatient  Medicare 
facilities.     This  Code  is  a  consensus  compilation  by  the  National  Fire 
Protection  Association  of  specific  standards  for  protecting  the  lives 
of  patients  and  others  against  the  hazards  cf  fire.     By  law,  the  Code 
is  applicable  to  skilled  nursing  homes  participating  in  the  Medicaid 
program.  The  Code  is  also  incorporated  by  reference  in  the  satety 
requirements  of  the  Joint  Commission  on  Accreditation  of  Hospitals.  8/ 

Non-Discrimination  Requirements 

To  be  eligible  to  participate  in  Medicare,  hospitals,  extended  care 
facilities  and  home  health  agencies  must  not  only  meet  Medicare's 
quality  standards  but  must  also  comply  with  the  non-discrimination 
requirements  of  Title  VI  of  the  Civil  Rights  Act  of  1964.     This  means 
that  they  may  not  engage  in  discriminatory  practices  on  the  basis  of 
race,  color,  or  national  origin. 
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8j    Final  regulations  incorporating  the  provisions  of  the  Life  Safety 
Code  were  published  in  the  Federal  Register  on  October  28,  1971. 
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Since  1966,  the  number  of  facilities  which  have  abandoned  discriminatory 
policies  and  qualified  to  participate  in  Medicare  has  increased 
significantly-.    The  number  of  minority  patients  served  has  shown  a 
comparable  increase.    Among  hospitals,  for  example,  there  has  been  a 
24  percent  increase  in  the  number  of  facilities  reporting  minority 
patients  on  the  day  of  census.    Among  extended  care  facilities,  the 
change  has  been  dramatic.     Eight-two  percent  more  ECF's  reported 
minority  patients  than  were  reported  in  1966,  and  the  number  of  minority 
patients  actually  served  increased  by  75  percent. 

Improving  the  Effectiveness  of  Utilization  Review 

Overutilization  of  facilities  and  services  continues  as  potentially  one 
of  the  most  costly  areas  of  abuse  under  the  program.     Its  adverse 
effects  can  occur  subtly,  often  through  a  gradual  accumulation  of 
individual  instances  of  excess  which,  when  viewed  individually,  appear 
financially  inconsequential.     Further,  these  effects  have  implications 
not  just  for  Medicare  but  for  the  entire  health  care  system.  Preventing 
overutilization  depends  greatly  upon  the  cooperation  of  physicians,  who 
play  the  primary  role  in  determining  the  location,  type  ard  extent  of 
nipHirai  eoT~.r,-^ — -  r-t"i':_I  ~j.  tL«_Ii  ^atieiiLS;  and  tne  willingness  of 
physicians  to  adopt  and  conform  to  the  highest  standards  rzr  determining 
what  services  are  necessary  in  the  treatment  of  their  patients.  Optimum 
utilization  requires  also  that  managers  of  health  care  facilities  be 
constantly  seeking  more  effective  ways  to  use  their  facilities  and 
services. 

One  of  the  most  effective  mechanisms  in  curtailing  overutilization 
of  institutional  services  under  Medicare  has  been  utilization  review, 
a  professional  activity  in  which  a  utilization  review  committee, 
usually  composed  of  an  institution's  professional  staff  members, 
examines  the  care  provided  in  the  institution  and  passes  judgment  on 
the  use  of  services.    The  utilization  review  committee  examines  cases 
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of  extended  duration  and  conducts  studies  of  patterns  of  care.  Its 
responsibility  is  not  just  a  policing  activity;  most  importantly,  it 
is  an  educational  tool  for  professional  and  allied  health  personnel 
and  for  institutional  administrative  and  management  personnel. 
Although  detection  of  individual  cases  of  unjustified  or  unnecessarily 
prolonged  institutionalization  is  an  integral  part  of  the  review 
process,  utilization  review  ideally  encompasses  the  entire  medical 
care  picture,   including  the  evaluation  of  patterns  of  care,  detection 
of  bottlenecks  in  scheduling  of  services  and  development  of  more 
efficient  methods  of  delivering  services  without  adversely  affecting 
the  quality  of  care. 

Of  the  two  aspects  of  utilization  review  required  by  the  law,  the  review 
of  long-stay  cases  has  received  the  most  attention.     While  this  aspect 
of  utilization  review  is  now  fully  operative  in  participating  hospitals, 
it  is  not  completely  effective.     To  stimulate  further  reduction  in 
lengths  of  staj'  we  are  advocating  establishment  of  earlier  review  periods 
related  more  directly  to  usual  lengths  of  stay  and  figured  on  a 
diagnostic  basis  in  hospitals.     A  recent  survey  showed  that  hospitals 
which  have  progressed  to  using  a  diagnostic  basis  for  determining  the 
time  for  a  review  of  cases  of  continuous  extended  duration  generally 
utilize  tables  such  as  those  of  the  Approval  by  Individual  Diagnosis 
(AID)  program  of  New  Jersey  as  an  initial  comparative  measure.     As  a 
result,  many  hospitals  began  to  review  cases  as  much  as  three  days 
earlier  per  diagnosis.     Under  Medicare  regulations,  hospitals  and 
extended  care  facilities  are  relatively  free  to  establish  the  number 
of  days  which  constitute  an  extended  stay  requiring  review  by  a 
utilization  review  committee.     Although  most  providers  have  chosen 
reasonable  and  appropriate  limits.     some  have  not.     A  revision  of 
regulations  now  being  considered  would  define  extended  stay  and  establish 
limits  beyond  which  utilization  review  would  be  mandatory. 

Perhaps  the  major  deficiency  in  the  utilization  review  process  is  the 
failure  of  most  hospitals  and  extended  care  facilities  to  actively 
implement  the  required  review  of  admissions,  short-stay  cases  and 
professional  services  rendered,  which  the  law  states  may  be  made  on 
either  a  sample  or  other  basis.     Results  of  surveys  indicate  that  in  many 
cases,  the  facility    does  not  recognize  the  need  for  or  the  educational 
value  involved  in  such  studies,  and  that  frequently  their  importance  has 
not  been  stressed  by  the  State  agency  surveyors.     Other  problems  detected 
through  intermediary  correspondence  and  discussions  concerning  billings 
often  are  not  referred  to  utilization  review  committees  for  study.  Few 
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committees  have,  as  a  result  of  their  reviews,  made  recommendations 
relating  to  institutional  policies  or  practices,  as  distinguished  from 
findings  in  individual  cases.     Some  institutions  have  believed  that  the 
requirement  for  these  special  review  studies  is  satisfied  simply  by 
subscribing  to  a  data  service  which  compiles  statistics,  cesigns  profiles 
and  produces  comparative  data.    The  value  of  these  review  studies  as  a 
device  for  detecting  utilization  problems  and  devising  and  implementing 
methods  for  correcting  problems  has  not  yet  been  fully  appreciated.  As 
part  of  their  effort  to  improve  the  general  quality  of  utilization  review, 
therefore,  State  agencies  and  intermediaries  have  begun  placing  particular 
emphasis  on  the  review  studies.     Such  studies,  in  the  lon^  run,  are 
probably  the  most  significant  aspect  of  utilization  review,  having  the 
potential  for  effecting  general  improvements  in  patient  care  practices 
in  health  facilities. 

Although  generally  improving  in  institutions  throughout  ttu-.  country, 
the  utilization  review  process  has  not  nearly  attained  its  potential. 
A  major  portion  of  early  administrative  efforts  was  devoted  to  educating 
physicians  and  other  health  professionals  concerning  the  nature  and 
philosophy  of  utilization  review.     However,  even  after  four  years  of 
Medicare,  some  professional  attitudes  and  practices  have  not  yet  adjusted 
to  utilization  review.     Extended  care  facilities  which,  unlike  hospitals, 

we>*"         "  J .  tr*  vr.ii_^s  l.L*.l~  ^2  lukwi.uu,l  auJ.lt  »_ui.icrici.ces, 

were  usually  smaller  than  hospitals  and  lacked  organized  rr.edical  staffs, 
experienced  special  problems  in  developing  a  viable  utilization  review 
process.     To  increase  the  range  of  alternative  committee  structures 
available  to  extended  care  facilities,  we  have  funded  seveial  demonstration 
projects  in  which  county  medical  societies  performed  the  review  function 
for  selected  extended  care  facilities.    The  Public  Health  Service  has  been 
actively  testing  the  use  of  areawide  utilization  review  committees 
under  the  auspices  of  county  medical  societies.     One  such  committee,  the 
Montgomery  County  (Maryland)  Medical  Society  Utilization  Review  Committee, 
established  under  a  grant  from  the  Public  Health  Service,  has  been  receiving 
direct  reimbursement  of  the  reasonable  costs  of  its  administrative  expenses 
from  the  fiscal  intermediary  which  services  the  majority  ol  the  subscribing 
extended  care  facilities.     Similar  arrangements  have  been  made  with  utiliza- 
tion review  committees  sponsored  by  county  medical  societies  in  Santa 
Barbara  and  Riverside,  California.     In  these  situations,  although  the 
subscribing  extended  care  facilities  are  serviced  by  different  intermedi- 
aries which  continue  to  exercise  their  established  professional  relationships 
with  the  committee  for  utilization  review,  the  expenses  of  the  areawide 
committee  are  reimbursed  by  a  single  intermediary.     These  special  arrange- 
ments were  designed  to  test  the  efficacy  of  community-based  utilization 
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programs  and  to  determine  whether  a  direct  payment  mechanism  would 
enhance  their  efficiency.     In  addition,  we  expect  to  derive  specific 
data  on  sample  review  techniques  and  operations  from  these  projects. 

Intermediaries  have  the  primary  responsibility  for  assisting  providers 
in  identifying  and  correcting  factors  which  impair  the  effectiveness  of 
the  utilization  review  process.     Initial  evaluations  of  intermediary 
utilization  review  efforts  indicated  a  lack  of  understanding  of  the 
aggressive  role  intermediaries  are  expected  to  take  in  encouraging 
effective  utilization  review  practices.     Our  specific  recommendations  for 
improvement  have  included  better  organization  of  utilization  review  staffs 
and  more  precise  delineation  of  their  specific  functions  within  intermediar- 
ies' overall  provider  relations  programs,  use.  of  physicians  in  committee 
contacts,  more  frequent  provider  visits,  written  reports  to  providers  of 
the  results  of  surveys,  and  specific  follow-up  where  recommendations  for 
improvement  were  made.     In  addition,  action  is  being  taken  to  eliminate 
overlaps  between  State  agency  and  intermediary  activity  in  utilization 
review  and  to  bring  about  better  coordination  of  the  work  of  these 
organizations.     Jointly  issued  instructions,   joint  meetings  and  joint 
surveys  of  providers  are  among  the  initial  steps  being  taken  to  achieve 
such  coordination. 


In  an  effort  to  gain  greater  objectivity  in  the  considerations  of  utiliza- 
tion review  committees,  we  revised  the  regulations  regarding  committee 
membership.     Under  previous  regulations,  at  least  one  member  of  a 
hospital  utilization  review  committee  or  one  physician  member  of  an 
extended  care  facility  utilization  review  committee  could  not  have  a 
direct  financial  interest  in  the  facility.     This  was  intended  to  prevent 
proprietary  or  investor  interests  from  interferring  with  decisions  as 
to  the  medical  necessity  for  continued  stay.     Experience  has  indicated  that 
the  most  effective  committees  for  proprietary  institutions  are  broadly 
based  and  represent  an  influence  beyond  the  operation  of  the  facility 
and  beyond  direct  or  indirect  concern  for  its  financial  success.  A 
change  in  regulations  has  brought  committee  composition  in  accord  with 
that  experience.     A  physician  having  a  financial  interest  in  the  institu- 
tion may  no  longer  serve  on  its  utilization  review  committee  unless  the 
Secretary  determines  that  his  interest  is  not  sufficient  to  represent  a 
conflict  of  interest,  or  that  there  is  no  alternative  way  utilization 
review  can  be  accomplished. 

Additional  improvements  in  utilization  review  should  accrue  from  MADOC 
(Medicare  Analysis  of  Days  of  Care),  a  data  review  program  which  SSA 
developed  during  fiscal  1970  from  beneficiary  information  on  its  central  data 
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records  and  placed  into  operation  just  a  few  months  after  the  year  ended. 
This  program  provides  utilization  data  on  all  short-term  hospitals 
participating  in  the  Medicare  program.     It  identifies  hospitals  whose 
average  length  of  stay  differs  significantly  from  the  estimated  length  of 
stay  based  on  the  experience  of  all  hospitals  in  a  given  area,  taking  into 
account  differences  in  hospital  characteristics  and  location  and 
differences  in  the  medical  and  demographic  characteristics  of  patients. 
Where  significant  differences  between  actual  and  estimated  lengths  of 
stay  are  noted  in  MADOC  reports,  hospitals  are  expected  to  review  the 
various  aspects  of  their  operations,  determine  what  practices  contributed 
to  the  differences,  and  institute  corrective  action  where  indicated. 

MADOC  is  also  intended  as  an  additional  tool  for  intermediaries  and  State 
agencies  in  identifying  providers  whose  utilization  review  practices  do 
not  fall  within  acceptable  limits  and  to  assist  them  in  developing  more 
effective  utilization  review  practices.     How  effectively  intermediaries 
use  MADOC  data  will  be  ascertained  through  quarterly  reports  they  are 
required  to  submit  and  by  comparison  of  successive  MADOC  reports.     It  is 
still  too  early  to  draw  any  firm  conclusions  on  how  extensively  the  data 
is  being  used  or  to  determine  what  effect  it  may  be  having  on  hospital 
utilization  practices.     Preliminary  work  has  begun  on  development  of  a 
similar  program  for  extended  care  facilities. 

A  related  area,  which  it  appears  may  assume  increasing  importance,  is 
the  concent-  r»f  th*  jp%'pf&&gi~r&X  -av-'~'r  orga^^i-iu*.  i-I.~v>-&I.  T..".»I^I» 
practicing  physicians  assume  the  responsibility  for  reviewing  utilization 
of  services  for  which  reimbursement  is  claimed  under  health  insurance 
programs.    Such  organizations  would  address  themselves  to  the  problems  of 
appropriate  use  and  cost  of  health  services  and  to  assuring  that  payment 
for  health  insurance  claims  is  only  for  medically  necessary  services 
rendered  in  the  most  economical  setting  consistent  with  professional 
standards.    This  concept  began  receiving  widespread  attention  during  the 
late  1960's  as  the  result  of  >;he  establishment  of  medical  society 
sponsored  professional  review  organizations  known  as  Foundations  for 
Medical  Care- 
By  the  end  of  fiscal  1970,  tbsre  were  strong  indications  that  legislation 
might  be  forthcoming  to  establish  these  professional  review  organizations 
as  the  peer  review  mechanism  for  Medicare- covered  services.  9/  In 


9f   In  August  1970,  Senator  Wallace  F.  Bennett  introduced  an  amendment  to 
H.R.  17550,  the  proposed  Social  Security  Amendments  of  1970,  then  pending 
in  the  Senate,  which  would  have  required  the  establishment  of  professional 
standards  review  organizations  (PSRO)  throughout  the  country  to  serve  as 
the  principal  mechanism  for  physician  review  of  care  and  services  provided 
under  Medicare  and  Medicaid.    A  slightly  modified  version  of  the  Bennett 
amendment  was  approved  by  the  Senate  Finance  Committee  and  passed  the  full 
Senate  shortly  before  the  close  of  the  91st  Congress.     Senator  Bennett 
recently  introduced  his  PSRO  proposal  as  an  amendment  to  H.R.   1,  now  pend- 
ing in  the  92nd  Congress. 
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anticipation  of  legislative  movement  in  this  direction,  we  began  to  in- 
crease experimentation  with  and  evaluation  of  results  of  review  efforts 
by  medical  foundations  and  similar  organizations  which,  in  addition  to 
performing  utilization  review  functions,  also  engage  in  more  comprehensive 
review  of  the  quality  and  appropriateness  of  overall  patterns  of  care. 


Medical  Insurance  Enrollment,  Coverage  and  Termination 

The  voluntary  nature  of  the  medical  insurance  program  necessitates  a 
number  of  complex  administrative  processes  and  operations  designed  to 
facilitate  enrollment,  disenrollment  and  termination  procedures. 
Anyone  reaching  age  65  who  is  a  citizen,  or  an  alien  admitted  for 
permanent  residence   (who  has  resided  in  the  United  States  continuously 
during  the  five  years  immediately  preceding  the  month  in  which  he 
applies)  or  who  is  entitled  to  hospital  insurance  benefits  under  part  A, 
is  eligible  to  enroll  in  the  program.     An  individual  may  enroll  during 
an  initial  7-month  enrollment  period  which  in  each  case  begins  with 
the  third  month  before  the  month  the  individual  attains  age  65.  During 
each  month  of  fiscal  1970,  approximately  145.000  enrolled  in  the  medi- 
cal insurance  program  during  their  initial  enrollment  period.  About 
75,000  of  them  were  enrolled  through  a  procedure  designed  to  identify 
and  contact  potential  applicants  already  on  SSA's  monthly  beneficiary 
rolls.     The  remaining  70,000  elected  medical  insurance  coverage  at  the 
pp.tti^'  Hpw»  their  entitlement  to  monthly  social  security  benefits  was 
being  established.     As  of  July  1970.   19,584,000  people  representing 
more  than  96  percent  of  those  entitled  to  hospital  insurance,  were 
enrolled  in  the  medical  insurance  program. 

A  person  who  misses  his  initial  opportunity  to  enroll  for  medical 
insurance,  who  is  terminated  for  failure  to  pay  premiums,  or  who  volun- 
tarily withdraws  from  the  program  may  enroll  or  reenroll  during  a 
general  enrollment  period  (the  first  3  months  of  each  year)  which  begins 
within  3  years  after  the  end  of  his  initial  enrollment  period.     An  indi- 
vidual may  reenroll  only  once.     Prior  to  the  general  enrollment  period 
each  year,  individuals  identified  as  not  enrolled  for  medical  insurance 
who  are  still  eligible  (not  precluded  by  the  3  year  or  two-time  enroll- 
ment limitations)^/  are  mailed  enrollment  forms.     Those  people  who  fail 
to  return  the  forms  are  then  contacted  by  social  security  district  offices. 
About  295,000  additional  people  were  identified  as  eligible  to  enroll 
during  the  1971  general  enrollment  period,  and  for  approximately  60,000 


10/  Under  a  provision  of  H.R.  1  as  passed  by  the  House,  the  3-year 
enrollment  limitation  would  be  eliminated. 
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of  them  this  was  the  last  enrollment  opportunity  under  present  law. 
An  extensive  publicity  program  was  directed  primarily  toward  those 
people  for  whom  this  was  the  last  chance  to  enroll.    As  a  result  of 
this  activity,  119,000  people  enrolled  and  gained  coverage  beginning 
in  July  1971.     There  are  currently  about  500,000  people  who  were 
eligible  but  failed  to  enroll  and  now  are  precluded  from  partici- 
pating in  the  medical  insurance  program. 

Premium  Collection 

The  medical  insurance  program  is  financed  through  monthly  premiums 
paid  by  those  who  enroll  in  the  program  and  by  equivalent  matching 
payments  made  from  the  general  revenues  of  the  Federal  Government 
rather  than  through  contributions  made  during  working  years,  as 
with  the  hospital  insurance  program.     The  premium  rate  through 
March  1968  was  $3  per  month.     It  was  increased  to  $4  per  month 
beginning  April  1968;  $5.30  per  month  beginning  July  1970;  and  $5.60 
per  month  beginning  July  1971.  11/     (The  premium  will  be  increased 
to  $5.80  per  month  as  of  July  1972.)     For  individuals  receiving 
social  security  cash  benefits,  railroad  retirement  benefits,  or 
Federal  civil  service  annuities,  premiums  are  deducted  from  monthly 
benefit  checks.     Approximately  15,000,000  people  have  their  premiums 
paid  in  this  manner.     In  addition,  about  1,200,000  people  are  billed 
at  the  beginning  of  each  calendar  quarter,  and  an  additional  130,000 
are  billed  in  each  of  the  other  8  months  of  the  year. 


Tl7     The  Administration  has  recommended  that  the  premium  payment 
be  eliminated  and  that  the  medical  insurance  program  be 
financed  under  the  contributory  social  security  system.     H.R.  1, 
as  passed  by  the  House,  provides  that  the  premium  would  increase 
in  any  given  year  only  if  monthly  cash  social  security  benefits 
had  been  increased  in  the  interval  since  the  premium  was  last 
increased.     The  premium  would  rise  by  no  more  than  the 
percentage  by  which  cash  benefits  had  been  increased.  Funds 
could  be  authorized  to  be  appropriated  from  general  revenues 
sufficient  to  meet  the  costs  of  the  medical  insurance  program 
beyond  those  met  by  the  premiums. 
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Approximately  2,000,000  people  have  their  premiums  paid  under 

State  buy- in  agreements  and  102  organizations  pay  premiums  on  behalf 

of  their  membership  totaling  about  42,000..!?./ 

State  Buy-in  and  Deletions 

Under  the  Medicare  law,  States  were  permitted  to  enter  into  agreements 
with  the  Secretary,  based  on  a  request  made  before  January  1,  1970, 
to  buy-in--that  is,  to  enroll  and  pay  the  medical  insurance  premiums-- 
for  public  assistance  recipients  age  65  or  over  who  were  receiving 
money  payments  under  an  approved  public  assistance  plan  and  for 
people  to  receive  medical  assistance  under  an  approved  Medicaid  plan. 
The  State  could  limit  the  agreement  to  cover: 

1.  Only  individuals   (other  than  monthly  social  security  and 
railroad  retirement  beneficiaries)  who  received  money  payments 
under  an    approved  public  assistance  plan;  or 

2.  Individuals,  including  monthly  social  security  and  railroad 
retirement  beneficiaries,  who  receive  money  payments  under 
an  approved  public  assistance  plan;  or 

2.     All  aged  persons  determined  plipible  to  receive  medical 

assistance  under  Medicaid,  whether  or  not  they  received  monthly 
social  security  or  railroad  retirement  benefits,  or  whether 
or  not  they  receive  money  payments. 

As  of  January  1,  1971,  46  States,  the  District  of  Columbia,  Guam,  and  the 
Virgin  Islands  have  active  buy-in  agreements  enrolling  approximately 
two  million  public  assistance  and  medical  assistance  recipients  in  the 
supplementary  medical  insurance  program.     Of  these,  25  States  and 
three  jurisdictions  have  agreements  which  cover  all  aged  persons 
determined  eligible  to  receive  medical  assistance  under  Medicaid;  19 
States  have  agreements  which  cover  only  individuals  receiving  money 
payments  under  their  approved  public  assistance  plans;  and  the  two 

12/     In  January  1971,  the  new  SOBER  (Separate  Operation  for  Billing, 
Entitlement,  and  Remittance)  system  was  implemented.     This  system 
has  permitted  us  to  exercise  increased  control  over  the  entire 
billing  and  collection  operation.     In  addition,  it  has  facilitated 
the  processing  of  post-entitlement  actions  through  the  payment 
centers,  thereby  improving  service  for  many  of  our  beneficiaries. 
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remaining  States  have  limited  their  agreements  to  cover  only  non- 
monthly  social  security  and  railroad  retirement  beneficiaries  who 
are  receiving  money  payments  under  an  approved  public  assistance 
plan. 

Termination  of  Medical  Insurance 

The  1967  Amendments  to  the  Social  Security  Act  provided  that  after 
April  1,  1968,  voluntary  withdrawal  of  beneficiaries  from  the 
medical  insurance  program  could  be  requested  at  any  time,  with 
coverage  ending  at  the  close  of  the  following  calendar  quavter. 
Approximately  200,000  voluntary  withdrawals  occurred  during  the 
first  year  after  this  provision  went  into  effect,  but  the  withdrawal 
rate  has  now  leveled  off  at  about  20,000  annually,  about  .01  percent 
of  total  enrollment.     In  addition,  each  year  about  54,000  people 
lose  their  coverage  for  failure  to  pay  the  medical  insurance  premiums. 
A  number  of  those  whose  coverage  is  terminated  later  reenroll,  however, 
or  become  covered  by  State  buy- in  agreements. 

Coordination  With  Other  Federal  Programs 

■vjp^-f^or-o  and  MprJi.cp.-fd  continued  during  fiscal  1970  to  work  closely 
together  at  both  the  Federal  and  State  levels  in  an  effort  to  achieve 
consistent  and  compatible  policies  and  procedures  governing  reimburse- 
ment, health  facility  standards  and  claims  processing  and  to  lessen 
any  duplication  of  effort  which  might  occur  in  administering  the  two 
programs.    Medicare  intermediaries  now  are  required  to  furnish  claims 
information  to  the  State  agencies  administering  the  Medicaid  program 
and  perhaps  more  significant  for  the  long  run,  27  States  a^e  now 
using  as  their  fiscal  agents  for  the  Medicaid  program  the  same  carriers 
and  intermediaries  being  used  by  Medicare.     In  addition,  we  have 
developed  various  kinds  of  billing  forms  which  can  accommodate  infor- 
mation needed  for  both  programs. 

Medicaid  (Title  XIX)  and  other  related  programs  in  the  Mauernal 
and  Child  Health  Service  (Title  V)  have  been  reimbursing  hospitals 
under  the  same  principles  employed  in  the  Medicare  program.     A  common 
hospital  cost  report  form  was  developed  which  meets  the  needs  of  all 
three  programs,  and  as  a  logical  extension  of  this,  development  of  a 
common  audit  program  has  been  undertaken. 

Social  Security  Regulations  have  been  amended  to  permit  exchange  of 
information  among  the  Federal  and  State  agencies  administering  Titles  18, 
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19  and  5  of  the  Social  Security  Act.     This  has  especially  important 
implications  in  such  areas  as  provider  certification,  physician  fees, 
provider  payments  and  program  abuse.     Plans  have  also  been  developed 
to  permit  combined  title  18-19  surveys  of  skilled  nursing  homes  and 
extended  care  facilities  and  coordination  of  the  certification  process. 
This  is  expected  to  avoid  needless  duplication  and  differing  inter- 
pretations of  the  same  standards.     It  is  expected  also  that  sharing 
the  costs  of  survey  and  certification  activity  will  help  to  reduce 
costs  for  both  programs. 

One  of  the  more  important  developments  in  bringing  about  increased 
coordination  of  these  related  programs  was  the  establishment  by  the 
Secretary  of  a  Task  Force  on  Medicaid  and  Related  Programs.  The 
Task  Force  was  asked  to  examine  the  deficiencies  in  Medicaid  and 
other  related  Federal  health  programs  and  to  make  recommendations  for 
improvement  within  the  context  of  existing  legislation  and  for  any 
new  legislation  which  might  be  needed.    An  interim  task  force  report, 
issued  in  November  1969,  made  recommendations  for  improving  coordination 
of  Medicare  and  Medicaid  by  exploiting  the  similarities,  interrelation- 
ships and  interdependencies  of  the  two  programs. 

Many  of  those  recommendations  have  been  adopted  and  others  are  reflected 
in  proposed  legislation.     The  final  report  of  the  task  force  — ^ 
incorporates  these  interim  recommendations  and  offers  other  recommen- 
dations on  such  subjects  as  broadening  availability  of  services,  Medicaid 
benefit  structures,  utilization  and  cost  controls,  organization  and 
management  structure  and  resources.     It  also  considers  the  problems  of 
Medicaid  in  the  context  of  the  entire  health  system,  making  a  broad 
range  of  recommendations  encompassing  such  diverse  areas  as  improving 
health  care  delivery,  comprehensive  health  planning  and  long-range 
financing  policies. 


13/  The  Report  of  the  Task  Force  on  Medicaid  and  Related  Programs  was 
published  by  the  Department  of  Health,  Education,  and  Welfare  in 
June  1970,  and  is  available  from  the  Superintendent  of  Documents, 
U.S.  Government  Printing  Office,  Washington,  D.C.  20402. 
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CHAPTER  II 


PAYING  FOR  SERVICES  TO  MEDICARE  BENEFICIARIES 


Hospitals  and  other  providers,  doctors  and  suppliers  of  services  are  all 
legitimately  concerned  with  how  much  Medicare  is  going  to  pay  for  the 
services  provided  its  beneficiaries,  and  much  of  their  effort  has  been 
directed,  toward  obtaining  whair  they  regard  as  equitable  reimbursement 
for  their  services-    Medicare,  while  committed  to  providing  reimburse- 
ment for  services  to  its  beneficiaries,  is  equally  committed  to 
controlling  program  costs  and  discouraging,  to  the  extent  possible, 
inflationary  trends  in  medical  care  prices.     Through  continuing 
interaction  of  these  principles  we  can  strive  to  maintain  a  relative 
stability  in  which  Medicare  reimbursement  reflects  the  going  price  for 
a  given  service  and  the  going  price  is  a  fair  and  reasonable  price  for 
the  services  rendered. 

In  the  case  of  services  provided  by  hospitals  and  other  providers 
of  services,  reimbursement  is  based  on  "reasonable  costs",  a 
mechanism  under  which  the  services  used  by  Medicare  beneficiaries 
are  identified,  cos  fed  out  and  paid,  and  the  amount  of  r>avment  is 
directly  related  to  actual  costs  in  providing  those  services.  In 
the  case  of  services  rendered  by  physicians  and  certain  others, 
Medicare  reimbursement  is  based  on  reasonable  charges,  a  concept 
which  relates  payment  to  physicians'  actual  fee  levels. 

Provider  Reimbursement 

The  principles  and  procedures  governing  Medicare  reimbursement  to 
providers  of  health  care  services  were,  under  statutory  direction, 
adapted  from  the  existing  practices  of  public  and  private  third- 
party  payers  with  experience  in  reimbursing  for  institutional 
health  care  services. 

By  Medicare's  fourth  year  of  operation,  however,  there  was  growing 
concern  t-hat  reimbursement  on  the  basis  of  costs  actually  incurred 
by  providers  in  furnishing  covered  services  to  beneficiaries  may 
not  offer  sufficient  incentive  for  provider  efficiency  and  economy 
and  thus  may  give  support  to  the  inflation  of  health  care  costs. 

While  acceptance  of  incurred  costs  for  Medicare  reimbursement  purposes 
is  subject  to  the  limitation  that  such  costs  be  reasonable  and  not 
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substantially  out  of  line  with  the  costs  of  comparable  providers  in  the 
same  area,   this  limitation  has  been  difficult  to  apply.     Moreover,  since 
incurred  costs  which  are  determined  not  to  be  reasonable  must  be  dis- 
allowed retroactively,   there  is  always  financial  uncertainty  which  causes 
problems  in  administrative  planning  and  which  can  cause  serious  financial 
difficulties . 

Both  the  Department  and  the  Congress  are  sensitive  to  the  advantages 
which  alternative  methods  of  reimbursement  might  yield  and  are  exploring 
approaches  which  might  better  promote  efficiency  and  economy,  without 
adversely  affecting  the  quality  of  health  care.     The  Social  Security 
Amendments  of  1967  gave  the  Secretary  authority  to  waive  the  program's 
reasonable  cost  requirements  on  an  experimental  basis  where  the  experiment 
gives  reasonable  promise  of  increasing  efficiency  and  economy  through  the 
creation  of  incentives.     Our  efforts  in  this  area  are  discussed  elsewhere 
in  this  report. 

Among  the  experiments  of  particular  interest  are  those  in  prospective  rate 
reimbursement.     Prospective  reimbursement  differs  from  the  retrospective 
cost  reimbursement  in  that  the  rate  of  payment  is  set  in  advance  of  the 
period  to  which  it  will  apply.     In  this  way,   the  provider  is  offered 
financial  incentives  for  improving  efficiency  and  reducing  actual  costs, 
since  it  may  retain  all  or  part  of  the  resulting  savings,  but  stands  to 
lose  if  it  does  not  contain  costs.     We  support  the  concept  of  prospective 
rate  determination  and  have  sought  authority  to  move  gradually  to  such  a 
system.     While  it  is  expected  that  a  provider  would  institute  cost  saving 
measures  to  stay  within  the  known  reimbursement  and  to  share  in  any 
savings,  prospective  reimbursement  is  a  difficult  concept  to  put  into 
operation.  1/ 

Through  administrative  action  we  were  able  to  make  considerable  progress 
during  fiscal  1970  in  refining  Medicare  policies  and  procedures  govern- 
ing the  determination  of  reasonable  costs.     One  of  the  more  significant 
improvements  in  terms  of  its  potential  for  increasing  the  cost  control 


ly  Taking  account  of  the  far-ranging  implications  of  such  a  change,  Congress 
has  favored  experimentation  with  alternative  approaches  to  prospective 
reimbursement.     In  the  meantime,   to  increase  our  capability  to  control 
cost  escalation,  both  H.R.  17550  and  H.R.   1  authorize  es tablishment  of 
prospective  limits  on  reasonable  costs  under  the  present  incurred  cost 
approach.     The  limits  would  be  based  upon  estimates  of  costs  necessary  for 
efficient  patient  care.     Since  limits  would  be  defined  in  advance,  provider 
could  avoid  incurring  costs  above  acceptable  levels.     Congress  is  aware  of 
the  difficulties  in  setting  prospective  limits  on  reasonable  cost  reimburse 
ment  caused  by  deficiencies  in  cost  data  and  limitations  in  current 
methodologies  for  comparing  costs  among  providers,  measuring  health  care 
output,  and  estimating  costs  necessary  for  efficient  delivery  of  health 
care.     The  expectation  is,  therefore,   that  cost  limits  will  be  established 
to  the  extent  currently  feasible  and  refined  as  developing  cost  data  and 
methodology  permit. 
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effectiveness  of  Medicare  reimbursement,  was  the  further  delineation 
of  the  "Prudent  buyer"  concept  as  an  approach  to  identifying  and 
disallowing  unreasonable  costs  involved  in  provider  purchases  of 
supplies  and  services.     Implicit  in  the  statutory  provision  that  a 
provider's  costs  be  paid  to  the  extent  they  are  reasonable  is  the 
expectation  that  the  provider  will  not  only  refuse  to  pay  more  than 
the  "going  price"  for  the  supplies  and  services  but  will  seek  to 
minimize  its  costs,  e.g.,  by  attempting  to  secure  quantity  discounts 
on  bulk  purchasing  of  supplies.     Under  the  prudent  buyer  policy,  a 
provider  is  considered  to  have  Incurred  unreasonable  costs  if  it  paid 
excessive  prices  for  purchased  supplies  or  services  or  obtained 
services  under  arrangements  with  an  outside  supplier  which  it  could 
have  secured  more  economically  by  using  its  own  personnel  to  perform 
them.     In  general,  application  of  the  policy  places  on  the  provider 
more  of  the  burden  of  showing  that  out-of-line  costs  are  reasonable, 
i.e. ,  it  was  not  feasible  for  the  provider  to  obtain  the  supplies 
or  services  in  a  more  economical  manner.     Costs  determined  to  be  in 
excess  of  what  prudent  and  cost-conscious  buyers  pay  for  a  given 
item  or  service,  are  not  reimbursable. 

While  the  prudent  buyer  concept  is  applicable  to  all  supplies  and 
services  used  by  providers,  the  initial  emphasis  in  implementing  the 
policy  has  been  on  those  ancillary  services  and  supplies  purchased  by 
providers  from  outside  suppliers  for  which  Medicare  reiiubui:  semen  L  is 
large.     One  area  of  special  concern,  for  example,  is  providers'  costs 
for  drugs  and  related  medical  supplies  purchased  from  retail  outlets 
by  providers  not  having  their  own  pharmacies.     Particular  emphasis 
has  been  placed  upon  the  identification  of  those  situations  in  which 
providers  overstate  costs  by  failing  to  reflect  discounts,  allowances, 
refunds,  or  rebates  which,  in  effect,  constitute  reductions  in  cost. 

Another  administrative  improvement  in  fiscal  1970,  was  the 
development  of  regulation  changes  (issued  on  August  1,  1970),  which 
reduced  the  possibility  of  excessive  reimbursement  through  the  use 
of  accelerated  methods  of  depreciation  and  narrowed  the  possibility 
of  inflated  valuations  of  provider  assets  in  determining  the  bases 
for  depreciation,  return  on  equity  capital,  and  allowable  interest. 
The  regulations  provide  for  recovery  of  excess  depreciation  if  a 
provider  leaves  the  program  after  the  years  of  highest  accelerated 
depreciation  allowances,     expand  the  conditions  under  which  gains  or 
losses  on  sales  of  depreciable  assets  are  considered  in  determining 
provider  costs,  and  generally  eliminate  the  recognition  of  "goodwill" 
costs  in  determining  the  base  on  which  reimbursable  interest  and  the 
return  on  equity  capital  are  computed. 
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With  the  discontinuance,  as  of  July  1,   1969,  of  the  allowances 
in  the  Medicare  reimbursement  formula  for  providers'  costs  not 
otherwise  specifically  recognized  by  the  formula,  the  program  worked, 
during  fiscal  1970,  with  leaders  of  various  health  care  organizations, 
including  the  American  Hospital  Association,   to  identify  changes 
that  would  insure  that  the  reimbursement  formula  recognizes  all 
appropriate  elements  of  provider  costs.     As  a  result,  regulations 
have  been  published  which  modify  the  formula  to  take  account  of  the 
above-average  use  of  inpatient  routine  nursing  services  by  the  aged. 

In  response  to  recommendations  made  by  the  Senate  Finance  Committee 
in  its  report  on  H.R.   17550  (91st  Congress)  as  well  as  by  other 
parties,  regulations  changes  have  been  proposed  to  simplify  the 
cost-finding  and  cost  reporting  requirements  for  smaller  providers 
and  to  improve  the  apportionment  requirements  under  which  the  actual 
costs  of  the  various  types  of  services  rendered  by  the  provider 
are  determined  and  Medicare's  share  of  those  costs  is  related  to 
the  actual  costs  of  services  received  by  Medicare  beneficiaries. 

Since  Medicare  began,  hospitals  and  extended  care  facilities  have 
h?d  t1_,e  option  of  using  either  t-hp  Combination  Method  or  the 
Departmental  Method  of  apportioning  their  costs  between  Medicare 
beneficiaries  and  non-Medicare  patients.     Because  the  Combination 
Method,  which  is  used  by  virtually  all  providers,  is  less  accurate 
than  the  Departmental  Method  and  may  result  in  the  program's 
assuming  a  portion  of  costs  of  services  not  used  by  beneficiaries, 
(e.g.  delivery  room  costs),   the  Senate  Finance  Committee  recommended 
that  use  of  the  Combination  Method  be  limited  to  smaller  providers, 
such  as  those  having  less  than  a  hundred  beds,  where  the  program 
benefit  payment  cost  involved  does  not  justify  imposing  on  tbe 
provider  the  greater  administrative  burden  of  the  Departmental 
Method.       The  Committee  also  recommended  that  larger  providers 
(i.e.,   those  with  a  hundred  or  more  beds)  be  required  to  use  the 
Departmental  Method  and  the  generally  recognized  step-down  (or 
more  complex  double-apportionment)  method  of  cost- finding. 
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The  Department  is  in  the  process  of  implementing  these  recommendations 
through  regulations  2]  in  a  form  that  includes  as  well  other  improvements 
in  simplification  and  equity,  such    as  apportionment  of  routine  service 
costs  on  an  average  cost  per  diem  basis  under  both  the  departmental  and 
combination  methods,  provision  for  separate  average  cost  per  diem 
apportionment  of  intensive  care  units,  coronary  care  units,  and  other 
special  care  inpatient  hospital  units,  elimination  of  delivery  room 
costs  under  the  Combination  Method,  and  mandatory  use  of  the  Combination 
Method  by  all  extended  care  facilities. 

Another  measure  instituted  in  fiscal  1970  to  reduce  the  possibility  of 
overpayments  was  the  reduction  or  suspension  of  interim  payments  where 
the  delayed  or  delinquent  filing  of  cost  reports  by  providers  results 
in  a  lack  of  definitive  cost  data  for  determining  reimbursable  costs  and 
adjusting  interim  rates.    Additionally, since  most  providers  had  by 
fiscal  1970,  submitted  one  or  more  cost  reports,   the  provision  for 
retroactive  lump-sum  interim  payments  during  the  accounting  year  to 
bring  past  interim  payments  in  line  with  costs  (instituted  in  the  early 
stages  of  the  program  to  remedy  situations  where  there  was  insufficient 
incurred  cost  data  to  initially  establish  reasonably  accurate  rates  of 
reimbursement  to  some  providers)    was  limited  to  situations  where  there 
is  an  identified  retroactive  cost  that  had  not  been  considered  in  setting 
Htp  int-prim  rate. 

Since  a  provider's  actual  reimbursable  costs  cannot  be  known  until  after 
its  accounting  period  closes,  the  interim  payments  made  during  the  period 
must  be  carefully  computed  to  approximate,   in  the  aggregate,   the  total 
reasonable  cost  for  covered  services  to  beneficiaries  during  the  year 
in  order  to  avoid  substantial  retroactive  adjustments  in  reimbursement 
at  the  time  of  settlement.     As  the  volume  of  final  audited  cost  reports 
grew,   it  became  apparent  by  fiscal  year  1970  that  in  some  cases, 
particularly  for  institutions  with  high  unit  costs  for  services  due  to 
low  utilization,   interim  reimbursement  rates  set  on  the  basis  of 
estimated  costs  had  resulted  in  the  program's  paying  amounts  in  excess 
of  reasonable  cost  as  well  as  in  excess  of  the  institutions'  charges  to 
private-paying  patients.     Therefore,   in  order  to  minimize  the  possibility 
of  overpayments  to  providers  whose  costs  exceed  their  charges  and  for 
whom  repayment  is  often  difficult  due  to  the  financial  hardships  it  can 
create,  interim  payments  were  limited  to  no  more  than  charges  for  the 
services  provided,  regardless  of  their  estimated  costs. 

2/  Proposed  regulations  were  published  in  the  Federal  Register  on 
December  2,  1971,  under  a  notice  of  proposed  rule-making. 
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These  and  other  administrative  changes ,  however,  while  improving 
reasonable  cost  reimbursement  considerably,  are  not  sufficient  to  solve 
the  basic  problems  of  traditional  cost  reimbursement  which  is  geared  to 
providers1  actual  costs  and  determined  retrospectively.     The  solutions 
for  these  problems  are  of  a  kind  that  require  specific  legislative 
authority. 

Program  Experimentation 

In  its  examination  of  the  Medicare  program  immediately  prior  to  enact- 
ment of  the  1967  Social  Security  Amendments,  the  Congress  expressed 
its  concern  that  reimbursement  on  a  cost  basis  may  provide  insufficient 
incentive  for  participating  providers  to  furnish  care  economically  and 
efficiently.     Since  an  organization  reimbursed  at  cost  might  see  no 
advantage  in  lowering  its  cost,   the  Congress  felt  that  other  methods  of 
reimbursement  should  be  tested.     Provision  for  experimentation  with 
alternative  forms  of  reimbursement  was,   therefore,   incorporated  in  the 
1967  amendments.     The  Secretary  was  authorized  to  experiment  with  various 
methods  of  reimbursement  to  institutions  and  payment  to  physicians  provid- 
ing services  covered  by  Medicare,  Medicaid  and  the  maternal  and  child 
health  programs  with  a  view  toward  creating  additional  incentives  to 
efficiency  and  economy  consistent  with  continued  support  of  high  quality 
services.     For  purposes  of  such  experiments,  the  generally  applicable 
reasonable  cost  and  reasonable  charge  provisions  could  be- waived.^ 

High  priority  was  assigned  to  the  development  of  suitable  experiments, 
and  work  was  begun  very  prompLly  with  other  public  and  private  third- 
party  payers,  professional  and  provider  associations  and  health  care 
institutions  and  organizations.     Guidelines  were  established  outlining 
the  program's  "objectives  and  the  criteria  which  would  be  followed  in 
evaluating  proposals,  priorities  which  would  be  used  in  selecting  those 
to  be  implemented,  and  standards  for  conducting  the  experiments.  The 
quality  of  the  response  was  not  what  was  expected.     Most  of  the  proposals 
were  not  carefully  designed  and  required  considerable  refinement.  Many 
simply  did  not  meet  the  requirements  of  the  incentive  reimbursement  guidelines 

Three  experiments  had  been  completely  approved  by  the  close  of  fiscal  1970: 
(1)  A  target  budget  experiment,  conducted  by  the  Connecticut  Hospital 
Association,  began  in  July  1969.     Budget  approval  boards  (consisting  of 
hospital  administrators,  nursing  directors,  physicians  and  hospital 


3/  Under  H.R.   1,  now  being  considered  by  the  Congress,  program  experimenta- 
tion would  be  broadened  to  include  testing  (a)  methods  of  prospective 
reimbursement  to  providers;   (b)  payment  for  services  to  organizations  providi 
comprehensive,  mental,  or  ambulatory  health  care  services;   (c)  areawide 
peer  review,  utilization  review  and  medical  review  mechanisms;  and  (d) 
performance  incentives  for  intermediaries  and  carriers. 
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trustees)  set  target  rates  for  four  departments  in  the  first  year  of  the 
experiment  and  for  nine  departments  in  the  second  year  for  each  of  18 
participating  hospitals.     Hospitals  whose  actual  costs  fall  below  these 
target  budgets  adjusted  for  actual  volume  are  paid  the  full  budget  amount, 
while  those  whose  costs  exceed  the  target  budget  receive  actual  costs.  A 
hospital  which  beats  the  target  budget  and  has  a  department  which  performs 
exceptionally  well  in  relation  to  its  peers  will  also  receive  a  reward 
of  up  to  2  percent  of  the  year-end  costs  of  that  department. 

(2)  A  labor  -productivity  experiment  with  Blue  Cross  of  Southern 
California,  which  started  in  October  1969,  seeks  to  reduce  labor  costs, 
one  of  the  largest  elements  of  hospital  cost.     Actual  labor  performance 
in  25  participating  hospitals  is  measured  by  comparing  it  with 
performance  standards  set  by  the  Commission  for  Administrative  Services 
in  Hospitals  using  industrial  engineering  techniques.     Incentive  payments 
are  designed  to  share  with  each  hospital  a  portion  of  the  savings  in 
labor  costs  (adjusted  for  changes  in  wage  levels)  which  result  from  its 
own  increased  labor  productivity,  between  the  current  and  previous  years 
of  operation. 

(3)  An  experiment  with  the  Health  Insurance  Plan  of  Greater  New  York 
(HIP)  was  begun  in  November  1969-     In  the  experiment,  HIP  is  intro- 
ducing measures  to  modify  pristine  patterns  of  medical  and  institutional 
care.     The  objectives  are:     (a)  to  improve  the  use  of  medical  manpower 
and  facilities  by  Medicare  beneficiaries  by  reducing  hospital  admission 
rates  and  length  of  stay;   (b)  to  demonstrate  the  potential  within  pre- 
paid group  practice  for  achieving  more  economical  and  effective  utilization 
of  relatively  scarce  manpower  and  facilities  by  the  use  of  a  coordinated 
team  approach  in  which  nurses,   social  workers,  health  educators,  health 
aides  and  other  ancillary  personnel  play  key  roles  in  assuring  the  use 

of  appropriate  health  care  services;  and  (c)  to  demonstrate  that  more 
efficient  patterns  of  care  are  possible  without  impairing  the  quality 
of  care. 

A  fourth  experiment  has  been  approved  which  is  sponsored  by  Maryland 
Blue  Cross  but  is  to  be  conducted,  under  subcontract,  by  Hospital  Cost 
Analysis  Service  (HCAS),  a  quasi-public  organization  with  statewide  cost- 
finding  authority  and  consultative  responsibilities.     Details  of  the 
experiment  were  agreed  to  in  fiscal  year  1971  although  the  proposal  had 
been  approved  in  principle  by  the  Secretary  in  fiscal  1969.     The  experiment 
will  be  jointly  funded  by  SSA,   the  State  of  Mayland,  and  Maryland  Blue 
Cross.     HCAS  will  evaluate  departmental  costs  in  Maryland's  voluntary 
hospitals  in  the  light  of  economic  trends,  past  cost  experience  and  costs 
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being  incurred  by  other  hospitals.     It  V70uld  then  determine  which  high 
departmental  costs  result  from  poor  management  practices  and  assist 
the  hospital  in  improving  its  practices.     HCA.S  would  then  set  ceilings 
on  third-party  reimbursement  which  would  be  reasonable  for  efficiently 
operated  hospitals  but  which  would  penalize  those  which  have  not  improved 
their  management  practices. 

Reimbursement  for  Physicians'  Services  ; 

Physicians'   services  are  reimbursed  under  Part  B  of  Medicare  on  the 
basis  of  reasonable  charges  determined  by  taking  into  consideration  a 
physician's  customary  charge  for  a  given  service  and  prevailing  charges 
among  physicians  in  the  area  for  a  similar  service.     Prevailing  charges 
set  the  outer  limit  on  Medicare  reasonable  charge  reimbursement  subject 
only  to  the  further  limitation  that  reasonable  charges  may  not  exceed 
the  charges  applicable  under  comparable  circumstances  to  the  policy- 
holders and  subscribers  of  the  carriers  for  comparable  services.     To  a 
great  extent,  therefore,  charge  determinations  made  by  Medicare  are 
responsive  to  the  fee  charging  patterns  established  by  the  medical 
community. 

Evolution  of  Reasonable  Charge  Methqdo Jo gjy_ 

Late  in  1968,  instructions  v/ere  issued  to  the  carriers  designed  to 
refine  their  methods  for  determining  reasonable  charges  and  to  assure 
greater  uniformity  in  carrier  claims  processes.     Our  instructions 
emphasized  that  the  median  or  arithmetic  mean  of  a  physician's  charges 
for  a  service  should  be  used  as  his  customary  charge  where  he  does  not 
have  a  uniform  fee  for  the  service,  and  that  prevailing  charges  should 
be  determined  by  calculating  the  mean  of  the  customary  charges  for  a 
given  service  in  the  locality,  and  adding  one  standard  deviation  above 
the  mean.     Further,  it  was  required  that  at  least  one  year  elapse  before 
either  customary  or  prevailing  charge  screens  could  be  increased. 

In  1969,  carriers  were  advised  that  any  method  which  establishes  prevailing 
limits  on  reasonable  charges  that  closely  approximates  but  does  not  exceed 
the  83rd  percentile  of  customary  charges  would  be  regarded  as  an  acceptable 
equivalent  to  the  mean  plus  one  standard  deviation.     They  were  also  in- 
structed that  in  any  future  revisions  of  prevailing  charge  screens,  the 
customary  charges  used  in  calculating  those  screens  should  be  weighted 
by  the  frequency  with  which  the  service  was  rendered  during  the  year 
from  which  the  customary  charge  data  were  derived. 
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In  April  1970,  we  issued  instructions  to  all  carriers  as  to  the  actions 
that  had  to  be  taken  before  reasonable  charge  screens  for  fiscal  1971 
could  be  increased.     Use  of  the  median  in  determining  customary  charges 
was  to  be  discontinued.     Instead,  customary  charge  limits  were  to  be 
based  on  the  median  of  charges  derived  from  claims  processed  or  from 
claims  for  services  rendered  during  all  of  calendar  1969.     Carriers  were 
reminded  that  correct  use  of  the  prevailing  charge  concept  depends  on 
appropriate  recognition  of  variations  in  charge  levels  due  to  specialty 
practice  and  realistic  approaches  to  the  identification  of  the  localities 
which  are  used  as  the  framework  for  establishing  prevailing  charges. 

Regulations  were  revised  as  of  December  31,   1970  to  provide  that  carrier 
prevailing  charge  screens  for  fiscal  1971  and  thereafter  may  be  set  at  a 
level  no  higher  than  the  75th  percentile  of  customary  charges,  weighted 
by  frequency,   for  services  during  the  preceding  closed  calendar  year. 
This  change  in  the  regulations  made  our  policy  consonant  with  the 
provisions  of  H-R.  17550,   the  proposed  Social  Security  Amendments  of  1970. 

Customary  Charge s  of  New  Phy sicians 

A  carrier's  customary  charge  screen  for  an  established  physician  is 
based  imnn  the  charges  the  physician  made  during  a  prior  specified 
period  of  time.     Because  such  data  is  not  available  for  new  physicians, 
a  carrier's  prevailing  charge  screens  have  usually  provided  the  only 
limit  on  the  fee  a  new  physician  could  charge  and  have  recognized  as 
reasonable  for  purposes  of  Medicare  reimbursement.     It  was  possible, 
therefore,   that  a  carrier's  screen  for  a  service  rendered  by  a  new 
physician  was  higher  than  its  customary  charge  screens  for  the  same 
service  rendered  by  established  physicians  in  the  locality  having  the 
same  charging  patterns. 

To  correct  this  inequity,  we  have  instructed  carriers  that  the  customary 
charge  limit  for  a  given  service  rendered  by  a  physician  beginning  his 
first  practice  will  be  based  on  the  50th  percentile  of  the  weighted 
customary  charges  used  to  develop  the  prevailing  charge  in  the  locality 
for  the  same  service  and  specialty.     Customary  charges  based  on  the  50th 
percentile  represent  the  median  of  a  carrier's  customary  charges  for 
established  physicians.     The  instructions  further  provide  that  when  an 
established  physician  moves  to  a  new  locality,  the  customary  charge  screen 
in  effect  at  his  old  place  of  practice  will  normally  be  used  by  the 
carrier.     If,  however,   the  costs  of  practice  in  the  new  locality  are 
substantially  higher  than  those  in  the  old  one,  the  physician  may  request 
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that  the  carrier  establish  a  new  customary  charge  screen  in  accord 
with  the  50th  percentile  limitation. 

Reimbursement  for  Nursing  Home  Visits 

For  some  time,  we  were  concerned  with  the  overutilization  or  borderline 
medical  necessity  issues  that  were  particularly  prevalent  in  connection 
with  physicians'  visits  to  nursing  home  patients,  many  of  whom  are 
suffering  from  stabilized  chronic  illnesses.     After  considerable  study 
and  discussions  with  carriers  and  others,  we  issued  instructions  which 
provide  that:     (1)  reimbursement  will  be  allowed  for  only  one  physician 
visit  in  a  calendar  month  to  a  nursing  home  patient,  unless  the  physician 
satisfactorily  documents  the  medical  need  for  additional  visits,  and  (2) 
when  multiple  patients  are  seen,  we  will  permit  reimbursement  at  the 
same  customary  and  prevailing  rate  as  for  routine  follow-up  office  visits 
unless  special  or  unusual  circumstances  permit  a  higher  allowance.  Where 
a  single  patient  is  seen,  the  house  call  rate  would  apply. 

Carrier  Application  of  Reasonable  Charge  Criteria 

The  primary  measures  of  carrier  performance  in  applying  the  reasonable 
charge  criteria  include  (a)  the  extent  to  which  they  have  developed 
and  put  into  use  adequate  customary  and  prevailing  charge  screens  for 
physicians'  services,  and  (b)  the  extent  to  which  those  screens 
appropriately  recognize  specialty  practice  and  variations  in  charges 
from  one  locality  to  another. 

By  the  end  of  1970  all  carriers  except  three  had  programmed  for 
establishing  the  median  charge  as  the  physician's  customary  charge  based 
on  1969  customary  charge  data.     All  carriers  except  five  had  programmed 
the  75th  percentile  of  the  weighted  customary  charges  as  prevailing. 
Those  few  carriers  whose  customary  and  prevailing  screens  were  not  yet 
properly  programmed  were  well  on  their  way  toward  completion.  The 
delay  generally  was  caused  by  difficulties  in  establishing  prevailing 
charge  screens  which  give  appropriate  recognition  to  specialty  practice 
and  variations  in  charges  from  one  locality  to  another. 
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Reimbursement  in  Teaching  Institutions 


Payment  for  the  services  of  physicians  involved  in  hospital  teaching 
programs  has  posed  particularly  vexing  problems.    At  the  heart  of  those 
problems  is  the  division  of  Medicare  into  the  hospital  and  medical 
insurance  programs  with  different  benefits  offered  by  each,  different 
reimbursement  methods,  and  different  deductible  and  coinsurance 
features.     An  attending  physician's  personal  professional  services  to 
his  patients  are  reimbursable  on  a  fee- for- service  basis  under  the 
medical  insurance  program.     His  teaching,  administrative  and  supervisory 
services,  however,  are  regarded  as  institutional  services,  and  payment 
for  them  is  made  to  the  hospital  under  the  cost  reimbursement  principles 
of  the  hospital  insurance  program.     This  includes  the  services  of 
residents  and  interns  for  which  the  law  permits  payment  only  under  the 
hospital  insurance  program. 

Prescribing  criteria  for  distinguishing  a  physician's  teaching,  supervisory 
and  administrative  services  from  his  personal  services  to  patients  has 
been  difficult.     Such  criteria  had  to  be  responsive  to  the  wide  variety 
of  teaching  settings  in.  which  physicians  practice  but  yet  be  susceptible 
of  practical  application.     In  some  large  teaching  hospitals,   for  example, 
die  pctuitnL  load  is  almost  exclusively  charity  cases,  and  patient  care 
is  primarily  the  responsibility  of  the  house  staff.     In  such  hospitals, 
teaching  physicians  usually  serve  almost  entirely  as  teachers  and  seldom 
exercise  their  responsibility  for  a  patient's  care  by  assuming  any 
significant  role  in  providing  direct  services  to  the  patient  and  to  the 
extent  that  they  perform  such  services,  they  seldom  render  bills  for 
personal  services  to  non-Medicare  patients.     In  contrast  is  the  community 
hospital  with  a  teaching  program  which  relies  on  the  private  patients  of 
teaching  physicians  whose  primary  activities  are  in  private  practice. 
These  patients  contract  for  the  services  of  the  physician  whom  they  expect 
to  pay  and  on  whom  they  rely  to  provide  all  needed  professional  services. 
In  yet  another  situation,  the  teaching  physician  may  be  responsible  both 
for  private  patients  he  has  admitted  and  for  patients  who  have  been  assigned 
to  his  care  by  the  hospital.     In  this  situation,  the  services  the  teaching 
physician  renders  to  these  different  patients  may  be  the  same,  slightly 
different,  or  very  different  in  character,  depending  upon  the  responsi- 
bility he  personally  assumes  and  fulfills  for  their  care. 

Our  regulations  on  supervisory  teaching  physicians  establish  the  conditions 
for  payment  for  services  of  attending  physicians  in  these  various  teaching 
settings.     They  are  intended  to  reflect  what  we  believe  to  have  been  the 
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intent  of  the  Congress  by  providing  that  a  "charge  should  be  recognized 
under  Part  B  for  the  services  of  an  attending  physician  who  involves 
residents  and  interns  in  the  care  of  his  patients  only  if  his  services 
to  the  patient  are  of  tbe  same  character,  in  terms  of  the  responsibilities 
to  the  patient  that  are  assumed  and  fulfilled,  as  the  services  he  renders 
to  his  other  paying  patients."    The  regulations  have  been  amplified  and 
clarified  by  various  policy  issuances  and  the  policy  has  been  further 
amplified  in  instructions  to  our  intermediaries. 

Early  in  1969,   it  became  apparent  that  substantial  Part  B  payments  for 
the  services  of  teaching  physicians  were  questionable.     One  situation  in 
particular  attracted  our  attention  and  initiated  a  complete  investigation 
of  reimbursement  in  teaching  institutions  throughout  the  country. 

Teaching  physicians  at  the  Cook  County  Hospital  in  Chicago  joined  together 
in  December  1967  to  form  an  association  to  which  they  assigned  their  right 
to  receive  Part  B  payments  for  services  to  Medicare  beneficiaries.  The 
physicians  were  generally  salaried,  but  the  hospital  asserted  that  their 
salaries  were  solely  for  administrative  duties  and  that  the  professional 
care  of  patients  was  the  responsibility  of  attending  physicians  appointed 
to  the  hospital's  medical  staff  and  for  those  services  no  salary  was  paid. 
After  considerable  negotiation  with  the  hospital,  our  contractors  in 
Illinois  accepted  this  assertion  and  acreed  to  reimburse  the  hospital  for 
the  Medicare  share  of  the  physicians'  salaries  under  Part  A,  and  to  pay 
Part  B  bills  submitted  by  the  physicians'  association  for  professional 
services  to  patients  on  the  basis  of  a  negotiated  schedule  of  fees. 
Between  April  1968  and  April  15,   1969,  when  payments  were  suspended, 
about  $1.6  million  was  paid  to  the  physicians'  association  on  behalf  of 
its  members.     Medicare  was  practically  the  exclusive  source  of  income  to 
the  association.     No  other  third  party  payer  was  billed  for  such  services. 
No  patient  had  ever  been  billed  for  any  of  his  hospital  costs.  Moreover, 
Medicare  beneficiaries  were  not  billed  for  the  deductible  and  coinsurance 
amounts  for  which  they  were  responsible. 

Examination  of  hospital  medical  records  confirmed  that  the  services  for 
which  Part  B  bills  were  submitted  had,  in  most  instances,  been  performed 
by  residents  and  interns.     There  was  little  or  no  documentation  to  show 
that  the  doctors  in  whose,  names  the  bills  had  been  submitted  had  had  more 
than  minimal  involvement  in  the  patient's  care. 

The  evidence  was  inconclusive  as  to  whether  these  physicians'  salaries 
were,  as  the  hospital  asserted,  only  for  administrative  and  supervisory 
duties.     If  it  were  shown  that  part  of  the  salaries  was  for  patient  care, 


47 


Medicare  reimbursement  would  have  had  to  be  apportioned  between  Parts  A 
and  B-     Full  payment  under  Part  B  on  a  fee- for- service  basis  would  have 
been  for  the  same  services  for  which  the  hospital  was  seeking  reimburse- 
ment under  Part  A. 

As  carriers  began  to  look  more  closely  at  teaching  institutions  within 
their  jurisdiction,  similar  problems  were  discovered  in  hospitals  through- 
out the  nation.     Acting  on  instructions  from  the  Social  Security 
Administration  in  June  and  August,   1969,   36  carriers  suspended  Part  B 
reimbursement  to  more  than  200  hospitals  and  began  the  process  of 
examining  hospital  records  to  determine  the  extent  to  which  they  sustained 
Part  B  payments  which  had  been  made  and  to  assess  the  amount  of  any 
overpayment  generated  by  erroneous  payments.     Close  scrutiny  of  hospital 
records  confirmed  our  initial  suspicion  that  in  many  instances  there  had 
been  misunderstanding  of  teaching  physician  reimbursement  policy  involv- 
ing submission  of  bills  for  services  of  "attending  physicians"  who,  in 
fact,  had  provided  very  little,  if  an}',  personal  professional  services 
to  patients.     As  in  the  Cook  County  Hospital  situation,   these  institutions 
had  also  been  overpaid.     By  the  close  of  fiscal  1970,  efforts  were  well 
underway  to  determine  the  amount  and  recover  overpayments  to  each  of  the 
hospitals  involved. 

Group  Practice  Pr e payment  Plans 

Most  services  covered  by  the  medical  insurance  program  (Part  B)  are 
rendered  on  a  fee-for-service  basis,  and  Medicare  pays  the  reasonable 
charges  for  those,  services.     Services  furnished  under  group  practice 
prepayment  plans,  however,  are  normally  rendered  in  return  for  premium 
payments  which  are  not  based  on  any  individual  member's  use  of  plan 
services  but  on  the  actual  or  expected  use  of  plan  services  by  all 
members.     In  recognition  of  the  need  for  special  adaptation  of  the  Medicare 
payment  procedures  for  part  B  services  rendered  by  group  practice  pre- 
payment plans,  the  law  provides  that  an  organization  which  furnishes 
medical  and  other  health  services  (or  arranges  for  their  availability) on 
a  prepayment  basis,  may  elect  to  be  paid  80  percent  of  its  reasonable 
costs,  after  the  deductible,   for  such  services  in  lieu  of  reasonable 
charges.     Plans  which  elect  this  reimbursement  option  deal  directly  with 
the  Social  Security  Administration  rather  than  through  carriers. 

During  fiscal  1970,  the  Administration  dealt  directly  with  29  group 
practice  plans  on  such  a  reasonable  cost  basis.     Those  plans  had  a  total 
membership  of  approximately  3  million,  of  which  264,000  were  Medicare 
enrollees.     Medicare  paid  a  total  of  $27.1  million  to  those  plans  during 
fiscal  1970. 
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Interim  monthly  payments  are  made  to  these  plans  for  Part  B  services 
rendered  to  Medicare  beneficiaries.     Interim  payments  are  based  on  cost 
and  utilization  data  from  preceding  years  and  are  adjusted  to  reflect 
any  differences  anticipated  in  the  current  year  enrollment,  utilization, 
and  operating  costs.     At  the  end  of  the  accounting  year,  they  are 
adjusted  so  that  the  total  payments  equal  the  cost  of  covered  Part  B 
services  to  Medicare  beneficiaries  minus  an  allowance  for  applicable 
deductibles  and  coinsurance  amounts. 

During  fiscal  1970,   the  Administration  worked  with  eight  different 
organizations  which  were  in  various  stages  of  developing  group  practice 
prepayment  plans.     Of  those,   four  were  connected  with  well-known  medical 
schools.     It  is  anticipated  that  six  of  the  eight  plans  will  soon  be  in 
operation. 

Under  existing  law,  however,  Medicare  may  reimburse  a  group  practice 
prepayment  plan  only  for  non-provider  services.     Reimbursement  for 
provider  services   (hospital,  extended  care  and  home  health  services) 
for  a  Medicare  beneficiary  enrolled  in  a  group  practice  prepayment 
plan  is  made  to  the  provider,  on  a  cost  basis,   in  the  same  way  as  for 
all  other  beneficiaries.  4/ 

Relationships  with  the 
California  Foundations  for  Medical  Care 


Medical  Care  Foundations^  in  San  Joaquin,  Fresno  and  Kern  Counties,  have  been 
processing  Medi-Cal  (Title  XIX)  claims  up  to  the  actual  writing  of  benefit 
checks.     California  Physicians  Service  prepares  and  issues  the  checks. 
The  Social  Security  Administration  approved  a  Medicare  project  under 
which  similar  arrangements  could  be  made  for  processing  Medicare  claims. 
Our  objective  was  to  gather  information  with  which  we  could  evaluate 


hj  Group  practice  prepayment  plans  are  a  prototype  of  the  health 
maintenance  organization  (MO)  proposed  by  this  Administration  as  an 
alternative  to  the  traditional  fee- for- service  health  care  arrangements. 
Amendments  to  the  Social  Security  Act  (H. R.   1)  which  are  now  under 
consideration  by  the  92nd  Congress  contain  a  proposal  which  would  permit 
Medicare  to  contract  with  HMO's  to  provide  services  to  Medicare  beneficaries 
on  a  prepaid  basis.     Under  this  proposal,  HMO's  would  undertake  the  provision 
of  comprehensive  health  services,  including  those  covered  by  both  Parts  A  and 
B  of  Medicare,   for  a  per  capita  payment  for  each  Medicare  beneficiary  enrolled 
in  the  HMO. 

5/  In  broad  terms,  a  Foundation  for  Medical  Care  is  an  autonomous  corpora- 
tion sponsored  and  organized  by  a  local  State  or  county  medical  society. 
These  organizations  generally  conduct  extensive  peer  and  utilization  review 
activities  geared  specifically  to  the  local  areas  they  serve.  Membership 
consists  of  physicians  belonging  to  the  medical  society  who  voluntarily 
enlist  in  the  Foundation. 
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the  foundations'  methods  of  peer  review  and  of  making  reasonable  charge 
determinations.     We  were  particularly  interested  in  the  effectiveness  of 
their  peer  review  activities,   in  view  of  their  close  professional  relation- 
ship with  80  to  98  percent  of  the  physicians  in  their  respective  counties. 

Experience  with  these  Medical  Care  Foundations  has  been  encouraging. 
Through  peer  review  mechanisms,   the  Foundations  have  maintained  remarkably 
effective  utilization  control.     Physician  cooperation  in  Foundation  counties 
has  been  excellent,  as  indicated  by  an  extremely  high  assignment  rate 
and  their  willingness  to  accept  tight  peer  review. 

Considerable  interest  has  been  expressed  by  a  number  of  State  and  local 
societies  around  the  country  in  establishing  foundations.     It  appears 
that  foundation  involvement,  at  least  to  the  extent  of  having  peer 
review  carried  out  by  foundations,  may  become  more  wide-spread.  With 
increasing  concern  for  controlling  the.  costs  of  medical  care  while 
continuing  to  provide  high  quality  care,  our  activities  with  these 
California  Foundations  may  provide  a  partial  answer. 


The  Direct  Reimbursement  Claims  Process 

The  great  majority  of  providers  chose  to  receive  Medicare  payments 
througn  tne  selection  of  an  intermediary.     A  few,  however,  drci  not 
exercise  the  option  to  select  an  intermediary  and  deal  directly  with 
the  Social  Security  Administration  which,   through  one  of  its  subdivisions, 
performs  the  functions  of  an  intermediary.     Most  direct  dealing  providers 
are  State  and  municipal  facilities  and  agencies  operating  as  part  of  a 
governmental  structure.     As  of  June  30,   1970,  228  hospitals,  50  extended 
care  facilities,   58  home  health  agencies,   four  rehabilitation  centers, 
and  411  federal  hospitals  were  submitting  bills  directly  to  the  Social 
Security  Administration  where  they  are  processed  and  paid.  Recently, 
Extendicare,   Inc.,  one  of  the  larger  extended  care  facility  chains, 
and  the  Kingsford  Inn,  Inc.,  another  chain  operation,   started  dealing 
direct.     With  these  additions,   there  were  94  direct  dealing  extended 
care  facilities  as  of  December  31,   1970.     During  fiscal  1970,  383,000 
bills  were  processed  and  payments  totalled  $94.6  million. 

The  claims  process  for  direct  dealing  providers  parallels  that  followed 
by  intermediaries.     Some  unique  problems  have  arisen,  however,  because 
most  direct  dealing  providers  had  had  no  previous  dealings  with  third- 
party  payers  and  had  problems  in  maintaining  necessary  records  and 
preparing  bills.     Fiscal  1970  brought  considerable  improvement  in  all 
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aspects  of  direct  reimbursement,  and  considerable  progress  was  also 
made  in  transferring  to  computers  many  of  the  operations  previously- 
done  manually.     Selected  providers  now  submit  claims  data  on  magnetic 
tape,  and  plans  for  expansion  of  magnetic  tape  reporting  are  being 
pursued.     Similarly,  a  system  has  been  developed  for  returning  payment 
data  and  certain  rejected  claims  data  on  magnetic  tape. 
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CHAPTER  III 

EXTENDED  CARE  FACILITIES  AND  THE  EXTENDED  CARE  BENEFIT : 
PROBLEMS  OF  ADMINISTRATION 


Translating  the  Extended  Care  Concept  into  Practice 

In  addition  to  inpatient  hospital  services,  Medicare  covers  post- 
hospital  extended  care  services  furnished  its  beneficiaries.  The 
extended  care  services  must  be  necessitated  by  a  condition  which 
caused  the  beneficiary's  prior  hospitalization  and  must  require  the 
continuing  availability  of  skilled  nursing  services. 

The  Medicare  concept  of  extended  care  represents  a  significant 
departure  from  traditional  ideas  of  nursing  home  care.  Traditional 
nursing  home  care  involves  only  a  minimum  of  skilled  nursing 
services;  patients  are  offered  little  more  than  assistance  with 
the  requirements  of  daily  living  and  help  in  administering 
maintenance- type  drugs  and  medications.     Medicare  was  not 
intended  to  cover  these  essentially  custodial  services. -  Not 
only  is  the  law  specific  in  its  requirement  that  the  extended  care  - 
benefit  be  limited  to  those  patients  whose  medical  needs  require 
continued  skilled  nursing  services,  but  it  is  also  clear  in 
requiring  that  only  those  institutions  equipped  to  provide  such 
services  be  eligible  to  participate  in  the  program. 

The  intent  of  this  coverage  of  extended  care  services  was  to 
provide  a  more  economical  setting  in  which  necessary  skilled 
inpatient  care  could  be  continued  after  the  more  intensive  care 
of  a  hospital  was  no  longer  medically  necessary.     The  word 
"extended"  was  used  to  connote  an  extension  of  hospital  care, 
involving  the  same  skilled  nursing  care  ordinarily  available  in 
a  hospital  but  not  requiring  the  ready  availability  of  all  the 
costly  medical  services  and  equipment  which  a  hospital  provides. 
It  is  expected  that  the  continued  treatment  needs  of  the  extended 
care  patient  could  largely  be  met  by  skilled  nurses  and  therapists. 

Where  the  patient's  condition  does  not  require  continuing  availability  of 
skilled  nursing  care,  the  services  are  not  covered  by  Medicare  even  though 
they  are  furnished  in  a  participating  extended  care  facility.  This 
means,  of  course,   that  beneficiaries  who  have  been  hospitalized  and 
who  need  further  institutional  care,  but  not  the  skilled  care 
covered  by  the  law,  cannot  look  to  Medicare  to  cover  their 


52 


stay  in  an  extended  care  facility.     Included  in  this  group  would 

be  people  who  are  suffering  from  senility  and  chronic  illnesses 

and  are  unable  to  remain  at  home  because  no  one  is  there  to  care 

for  them.     Such  individuals  may  require  a  great  deal  of  personal 

care,  assistance  in  such  daily  activities  as  eating,  bathing  and 

dressing,  as  well  as  periodic  services  of  physicians  and  other 

health  personnel.    While  Medicare  does  cover  many  of  the  latter 

services  under  supplementary  medical  insurance  and  home  health 

provisions,  the  institutional  care  is  not  covered  as  extended  care 

when  it  does  not  require  continuing  availability  of  skilled  nursing  services. 

What  these  limitations  of  the  extended  care  benefit  have  meant 
in  practice  is  that  in  each  case,  a  determination  must  be  made  as 
to  whether  the  services  a  beneficiary  has  received  are  at  the 
"level  of  care"  covered  by  the  law.     In  our  review  of  these 
determinations,  it  soon  became  apparent  that  understanding  of  the 
extended  care  concept  was  difficult  to  obtain  and  that  claims 
sometimes  were  being  paid  for  services  not  covered  by  the  law. 
Among  providers,  physicians,  beneficiaries  and  the  general  public, 
there  was  widespread  belief  that  the  law  provided  a  general  nursing 
home  benefit  covering  virtually  every  case  in  which  a  hospitalized 
beneficiary  was  thereafter  transferred  to  an  extended  care  facility 
with  his  physician's  approval.     It  became  necessary,  therefore,  to 
issue  rather  detailed  instructions  to  intermediaries  defining  and 
illustrating  what  extended  care  means  in  the  Medicare  program.  1/ 
Almost  simultaneous  with  issuance  of  instructions  to  intermediaries s 
we  launched  a  rather  extensive  public  information  program  trying  L«j 
explain  to  doctors,  beneficiaries  and  the  general  public  the 
extended  care  concept  and  its  application. 

As  intermediary  understanding  and  review  of  ECF  claims  improved, 
there  were  increases  in  the  number  of  claims  denied  .because  services 
were  not  covered.     One  of  the  most  serious  problems  resulting  from 
intermediary  decisions  to  deny  payment  is  that  this  action  almost 
inevitably  occurs  after  the  services  have  been  rendered.     If  the 
services  were  provided  with  the  strong  expectation  of  Medicare 
reimbursement,  and  that  turns  out  to  have  been  erroneous,  there 
is  often  a  hardship  for  the  beneficiary  and  his  family.  Unless 
the  services  are  covered  by  welfare,  the  facility  will  usually 
turn  to  them  for  payment. 

To  ease  the  problems  of  denials  which  have  this  retroactive  effect, 
new  procedures  were  devised  which  provided  "assurance  of  payment* 
to  a  facility  under  certain  specified  circumstances.    Under  this 
procedure,  an  extended  care  facility  makes  the  initial  determination 
as  to  whether  the  services  ordered  for  and  rendered  to  the  benefi- 


1/  Level  of  care  criteria  were  originally  published  in  Intermediary 
Letter  328  (June  1968) .     Those  requirements  were  amplified  in.  Intermediary 
Letter  371  (April  1969).     Final  regulations  on  the  subject  were  published 
in  the  Federal  Register  on  June  4,  1971. 
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ciary  constitute  covered  care.     In  questionable  cases,  the  facility 
submits  to  the  intermediary,  within  48  hours  after  admission, 
detailed  information  regarding  the  services  ordered  by  the  patient's 
physician.     The  intermediary  reviews  that  information  promptly  and 
determines  whether  the  care  is  covered  extended  care.     If  so,  the 
patient  and  facility  are  assured  that  the  care  will  continue  to  be 
covered  so  long  as  the  patient's  condition  continues  to  require 
that  level  of  services.     If  it  is  determined  that  the  services  are 
not  covered,  or  further  development  is  required,  the  facility  is 
assured  of  payment  until  the  date  of  notification  of  the  inter- 
mediary's decision.     If  the  intermediary  requests  further  develop- 
ment, payment  is  assured  only  up  to  the  time  the  request  is  made, 
regardless  of  whether  the  care  is  eventually  decided  to  be  covered 
or  noncovered. 

The  assurance  of  payment  procedure  is  available  only  to  those 
facilities  which  have  demonstrated  a  correct  understanding  of 
covered  care  and  which  have  an  effective  utilization  review  process. 
As  previously  indicated,  it  is  applicable  only  to  cases  in  which 
coverage  is  considered  questionable.     Those  cases  which  a  provider 
determines  to  involve  covered  care  do  not  fall  under  assurance  of 
payment  and  can  be  retroactively  denied  to  the  date  of  admission 
if  the  intermediary  thereafter  determines  the  care  is  not  covered. 

In  order  to  evaluate  the  performance  of  intermediaries  in  determinin 
the  coverage  of  claims  for  extended  care  services  and  to  assure  that 
they  understand  and  properly  implement  our  instructions,  their 
activity  has  been  closely  monitored.     Since  instructions  were 
issued  on  what  constitutes  covered  extended  care,  the  number  of 
claims  which  intermediaries  have  identified  and  denied  as  in- 
volving a  non-covered  level  of  care  has  increased  steadily.  For 
the  calendar  quarter  ending  June  30,  1970,  the  denial  rate  had 
reached  9.6  percent  of  all  bills  processed.     One  should  be  mindful, 
however ,  that  denied  claims  represent  only  a  comparatively  small  per 
centage  of  all  claims.     The  vast  majority  of  claims  involve  covered 
care  and  are  paid.     Our  efforts  to  promote  a  greater  awareness  of 
the  level  of  care  covered  by  the  extended  care  benefit  are  intended 
to  effect  a  reduction  in  the  number  of  claims  involving  noncovered 
services  submitted  to  an  intermediary  for  payment  which  should 
eventually  become  manifest  through  a  decrease  in  the  denial  rate. 

At  the  heart  of  the  dissatisfaction  with  the  extended  care  benefit 
has  been  the  inability  of  patient,  physicians,  and  providers  to 
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understand  and  accept  the  distinctions  made  by  existing  level  of 
care  requirements  or  to  predict  with  any  degree  of  accuracy 
whether  patients  will  be  eligible  for  extended  care  benefits.  None 
of  the  various  administrative  techniques  we  have  devised  in  an 
attempt  to  make  eligibility  more  predictable  has  been  wholly 
successful  in  resolving  the  problems  or  lessening  complaints.  1/ 

Continuing  Availability  of  Extended  Care  Services 

Nursing  home  associations  and  other  similar  groups  have  been  particu- 
larly vocal  in  expressing  their  concern  about  the  possible  adverse 
effects  of  our  level  of  care  controls.     They  state  that  the  uncertain- 
ties which  attend  decisions  as  to  whether  care  in  an  extended  care 
facility  is  covered,  and  resulting  financial  losses  for  the  institu- 
tions, are  causing  many  extended  care  facilities  to  withdraw  from 
the  program.     They  state  further  that  doctors,  frustrated  by  rules 
governing  coverage  of  care  in  extended  care  facilities,  are  resolving 
the  problem  by  simply  keeping  patients  in  hospitals  where  costs  are 
greater  but  coverage  questions  less. 

Admissions  to  ECF's  participating  in  Medicare  totaled  472,900  in 
fiscal  1970,  almost  10  percent  less  than  during  the  preceding  12 
months.     Admission  rates  also  declined  from  26.1  to  23.6  per  1,000 
enrollees  during  the  same  period.     In  contrast,  admissions  to 
hospitals  rose  from  6,064,800  to  6,127,600  and  admission  rates  were 
virtually  unchanged.     As  a  result  of  this  and  the  decline  in  the 
number  of  participating  ECF's  and  beds  during  fiscal  1970  previously 
noted,  the  ratio  of  ECF  to  hospital  admissions  was  1  to  13  compared 
with  1  to  12  for  the  preceding  fiscal  year.     At  the  same  time, 
however,  there  was  no  evidence  that  Medicare  beneficiaries  were 
being  kept  in  hospitals  for  longer  periods  of  time.     In  fact, 
available  data  show  that  the  average  length  of  stay  per  Medicare 
beneficiary  in  short-stay  hospitals  was  lower  in  fiscal  1970  than 
in  the  preceding  year. 


T7  H.R.  1,  now  before  the  92nd  Congress,  contains  a  proposed  change 
in  the  law  which  would  permit  advance  approval  of  a  stay  in  an 
extended  care  facility  for  a  fixed  number  of  days  according  to 
the  patient's  diagnosis.     This  would  not  solve  all  the  problems 
of  the  extended  care  benefit,  but  it  would  at  least  provide 
certainty  as  to  coverage  for  many  patients  during  the  immediate 
post-hospitalization  period. 
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Effect  of  Distinct  Part  Certifications 


The  Medicare  law  provides  for  the  certification  of  a  distinct  part 
of  an  institution  as  an  extended  care  facility  where  the  require- 
ments for  the  provision  of  skilled  nursing  and  other  related 
services  are  met.     Under  our  current  certification  procedures, 
the  distinct  part  must  consist  of  a  specific  and  readily  identifiable 
physical  configuration  within  the  facility.     An  institution  may 
obtain  certification  of  any  part  of  its  premises  able  to  qualify. 
Cost  reporting  procedures  establish  separate  cost  units  for  the 
distinct  part  extended  care  facility  and  the  non-certified  part 
of  the  institution. 

Within  the  last  year,  there  has  been  an  increasing  tendency  to 
adjust  the  number  of  beds  included  within  the  distinct  part 
certification.     Institutions  previously  certified  in  their  entirety 
as  extended  care  facilities  have  sought  to  have  only  distinct 
parts  certified.     Distinct  part  ECF's  have  attempted  to  change  the 
number  of  beds  included  within  them,  increasing  or  decreasing  the 
number  as  seemed  to  be  advantageous.     The  motivation  for  some  of 
these  changes  may  have  been  primarily  economic.     If  a  distinct 
part  is  realigned  so  as  to  include  most  of  the  empty  beds  an 
institution  expects  to  have,  a  larger  part  of  the  cost  of  maintaining 
the  empty  beds  may  be  shifted  to  Medicare.    Unoccupied  beds  increase 
the  total  costs  of  the  distinct  part  and  increase,  as  a  result, 
the  share  of  those  costs  which  is  borne  by  Medicare.  Interim 
policy  has  been  issued  to  impose  some  control  on  changes  of  this 
kind.     It  provides  that  a  change  in  certification  from  a  wholly 
certified  extended  care  facility  to  a  distinct  part,  or  a  change 
in  the  number  of  beds  within  a  distinct  part,  may  not  become  effective 
until  the  beginning  of  the  provider rs  next  accounting  year  and  must 
then  remain  in  effect  throughout  that  year.     At  best,  however,  this 
policy  only  defers  to  the  next  reporting  period  the  advantage 
derived  from  distinct  part  adjustments. 
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Problems  Caused  by  Changes  in  ECF  Ownership 


Since  Medicare  began  1,003  extended  care  facilities  have  undergone 
changes  in  ownership.    During  fiscal  years  1969  and  1970,  this 
activity  became  considerably  more  intensified  and  increasingly 
characterized  by  the  purchase  of  these  facilities  by  large  chain 
organizations.     Sales  of  proprietary  institutions  frequently  involve 
transfers  of  stock  and  a  variety  of  complex  financial  arrangements 
which  make  it  difficult,  especially  a  year  or  so  later,  to  evaluate 
the  cost  claimed.     Also  often  the  true  ownership  was  not  identified 
when  the  provider  entered  the  program  or  when  a  sale  occurs,  and 
after  a  facility  is  sold  it  is  difficult  to  identify  the  parties 
liable  to  Medicare  for  any  overpayments  which  may  have  occurred. 

When  the  ownership  of  a  facility  changes,  an  increase  in  its  asset 
valuation  is  a  common  occurrence,  and  with  that  comes  a  corresponding 
increase  in  depreciation  costs  and  the  return  on  equity  capital 
which  the  program  pays.    Although  the  regulations  now  provide  that, 
for  Medicare  reimbursement,  the  historical  cost  of  an  asset  is  its 
fair  market  value,  there  frequently  has  been  difficulty  in  determin- 
ing what  the  historical  cost  was.     Questions  have  arisen,  for 
example,  regarding  the  purchase  price  of  a  facility.  Particularly 
has  this  been  so  when  the  facility  was  nurchased  by  a  chain 
organization,  and  there  is  an  attempt  to  revalue  assets  based  on 
the  value  set  for  the  stock  issued  for  the  purchase  of  the  facility. 

Similar  problems  have  arisen  when  the  previous  owner  of  a  facility 
was  receiving  accelerated  depreciation  and  then  terminated  Medicare 
participation  immediately  after  having  received  the  highest  depreci- 
ation and  shortly  thereafter  sells  the  facility.     Changes  in  the 
regulations  provide  for  the  recapture  of  that  portion  of  the 
depreciation  allowance  which  was  in  excess  of  what  would  have 
been  allowed  using  the  straight  line  method  of  depreciation. 

Two  changes  in  the  regulations  which  are  now  under  consideration  are 
directed  to  problems  generated  by  ownership  changes.    First,  we 
propose    to  require  owners  contemplating  a  sale  to  give  adequate 
advance  notice.     Second,  we  are  considering  a  requirement  that 
before  certifying  a  facility  to  participate  in  the  program,  it  be 
subjected  to  a  survey  regarding  its  ownership,  organization  and 
operations,  relationships  with  other  organizations  and  the 
adequacy  of  its  accounting  and  other  financial  records. 
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CHAPTER  IV 


MAINTAINING  THE  INTEGRITY  OF  THE  PROGRAM: 
PREVENTION  AND  DETECTION  OF  FRAUD  AND  ABUSE 


The  Medicare  program  was  designed  in  such  way  as  to  accommodate 
existing  systems  for  delivering  and  paying  for  health  care  services. 
Reimbursement  principles,  both  for  physicians  and  institutions,  were 
rather  broadly  defined  so  as  to  try  to  accommodate  established  ways 
of  doing  business  and  to  permit  reimbursement  of  actual  costs  and 
charges.     Efforts  were  made  to  respect  the  traditional  doctor- 
patient  relationship  and  not  to  interfere  with  the  doctor's  professional 
judgment  in  determining  what  services  are  necessary  for  the  care  of 
his  patients  and  to  give  patients  ready  access  to  the  broad  array  of 
medical  services  which  are  available.     Only  those  standards  were 
imposed  as  were  believed  necessary  to  protect  the  health  and  safety 
of  beneficiaries.     Reporting  and  controls  were  kept  to  a  minimum 
consistent  with  sound  administration  and  maintaining  program  costs 
within  reasonable  limits. 

In  a  health  care  program  of  broad  coverage,  opportunities  for  abuse 
and  fraud  are  considerable.     As  we  think  both  broad  coverage  and 
flexibility  are  desirable,  the.  problem  which  has  confronted  us  has  been 
to  maintain  these  characteristics  while  discouraging  abuse,  more 
closely  circumscribing  those  areas  in  which  it  is  likely  to  occur, 
and  establishing  effective  mechanisms  for  early  detection  and  correc- 
tion of  abusive  and  fraudulent  practices. 

Our  approach  to  the  problem  has  been  along  rather  obvious  but,  we 
think,  reasonable  paths.     We  have  intensified  our  investigative 
capability,  making  possible  expeditious  investigation  of  cases  of 
suspected  abuse.     We  have  refined  identification  and  reporting 
mechanisms.     And,  we  have  sought  to  discourage  abuse  through  program 
and  administrative  improvements  which  should  lessen  the  opportunities 
for  abusive  practices. 

Protection  Against  Program  Abuse 

There  are  several  lines  of  defense  against  abuse  of  the  program. 
Perhaps  most  important  are  the  people  who  actually  provide  services 
to  our  beneficiaries.     In  large  measure,  we  must  rely  upon  their 
integrity,  for  no  amount  of  policing,  however  ingeniously  conceived  or 
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unrelentingly  executed,  provides  a  substitute.     If  the  overwhelming 
majority  of  the  hundreds  of  thousands  of  doctors  and  providers  that 
bill  the  program  for  services  to  beneficiaries  were  not  honest  in 
their  dealings  with  the  program,  we  would  be  hard  put  to  devise  any 
policing  mechanism  which  could  be  effective.     That  the  actual  amount 
of  abuse  which  has  occurred  has  been  relatively  small  is  testimony 
to  the  fact  that  our  reliance  upon  the  integrity  of  doctors  and 
providers  of  service  has  not  been  misplaced. 

Another  protection  available  is  the  claims  review  process.     It  is  at 
this  point  that  questionable  claims  are  likely  first  to  be  detected, 
for  an  effectively  functioning  claims  processing  system  should  make 
it  possible  to  detect  duplicate  billings,  unusually  large  or  frequent 
billings,  claims  for  services  apparently  unrelated  to  diagnoses, 
billings  for  seemingly  excessive  services  and  a  variety  of  other 
aberrations  which  are  indications  that  something  may  be  wrong  which 
requires  further  investigation.     Also  available  is  the  post-payment 
review  process.     Through  the  reports  which  intermediaries  and  carriers 
are  required  to  submit,  bill  samplings,  and  its  own  validation  surveys 
and  studies,  the  Social  Security  Administration  is  able  to  detect  some 
questionable  practices. 

When  any  of  these  sources  discloses  questionable  situations,  we  have 
available  the  capacity  to  conduct  detailed  investigations  and,  in 
appropriate  cases,  gather  evidence  necessary  for  criminal  prosecution. 
Early  in  fiscal  1970,  a  skilled  permanent  staff  of  analysts  and 
investigators  replaced  a  temporary  staff  which  had  been  functioning 
since  the  fall  of  1968.    Within  that  staff  are  consolidated  a  variety 
of  kinds  of  fraud  prevention,  detection  and  investigation  activities. 
Counterparts  for  the  headquarters  staff  were  established  in  each  of 
the  regional  offices,  and  intermediaries  and  carriers  were  required 
to  establish  comparable  positions,  thus  creating  a  concentrated 
investigative  network  beginning  at  the  point  where  claims  are  first 
examined.    With  increased  and  more  skilled  staffing  came  a  corres- 
ponding intensification  of  activities  related  to  program  integrity. 

Cases  of  Suspected  Fraud  J./ 

Since  Medicare  began,  approximately  5,300  cases  of  alleged  or  suspected 
fraud  have  been  reported  or  otherwise  detected.     Some  3,600  of  those 
cases  were  closed  after  preliminary  investigation.     In  most  of  them, 
investigation  produced  no  evidence  of  fraud.     Usually  the  incident 


1/    All  data  in  this  section  is  as  of  September  1,  1971. 
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which  caused  the  initial  corn-laint  was  the  result  of  clerical  error, 
oversight  or  misunderstanding  by  one  of  the  people  involved.  In 
other  cases,  although  there  was  evidence  of  fraud,  prosecution  was 
not  undertaken  either  because  the  amount  involved  was  small  and  could 
not  justify  the  expense  or  because  key  witnesses  had  died  or  were 
otherwise  unavailable,  or  records  were  so  inadequate  or  inconclusive 
as  to  make  it  unlikely  that  intent  to  defraud,  the  critical  element 
in  any  fraud  prosecution,  could  be  established.    Most  of  the  remaining 
approximately  1, 700  cases  are  now  in  varying  stages  of  prosecution  or 
investigation. 

The  following  table  reflects  the  disposition  of  the  87  cases  which 
have  already  been  referred  to  the  Department  of  Justice; 


In  addition,  DHEW  regional  attorneys  are  now  reviewing  10  cases 
which  we  expect  will  be  referred  to  U.S.  attorneys  with  recommenda- 
tions for  prosecution. 

Two  questions  are  suggested  ty  these  figures:    Why  has  only  a  small 
percentage  of  the  total  number  of  cases  been  referred  for  prosecution, 
and  given  this  small  percentage,  what  real  value  are  we  deriving  from 
these  efforts?    First  of  all,  it  is  necessary  to  obtain  an  extensive 
amount  of  "solid"  evidence  to  make  prosecution  feasible.    A  large 
percentage  of  fraud  allegations  either  cannot  be  substantiated  or 
cannot  be  developed  into  cases  which  can  be  prosecuted.     Even  where 
prosecution  has  not  been  undertaken,  however,  these  investigations 
have  enabled  us  to  detect  many  instances  in  which  Medicare  payments 
have  been  improperly  made  and  have  often  resulted  in  the  recovery  of 
overpayments. 


Interest  in  Medicare  payments  to  physicians  increased  significantly 
with  the  publication  in  the  Second  Annual  Report  on  Medicare  Operations 


Action  Taken 


Number  of  Cases 


Declined  to  prosecute 

Awaiting  trial 

Awaiting  Grand  Jury  Action 


Conviction 
Dismissed 
Acquittal 
"Nol  Pros" 


17 
3 
3 
1 
19 
13 
31 


Review  of  Physician  Payment  Data 
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of  information  concerning  47  unnamed  physicians  who  had  each  received 
Medicare  payments  of  $70,000  or  more  during  the  first  18  months  of  the 
program.     Concurrent  with  the  publication  of  that  report,  we  requested 
the  carriers  involved  to  review  a  sampling  of  each  of  these  physician's 
claims  and,  taking  into  consideration  such  factors  as  the  physician's 
specialty,  volume  of  patients,  number  of  services,  charge  per  service, 
and  comparable  practices  in  the  area,  to  report  their  conclusions  as 
to  the  propriety  of  these  payments.     Responses  revealed  that  generally 
the  carriers  were  aware  of  the  amounts  of  payments  to  these  physicians 
but  had  done  nothing  to  verify  their  propriety.    Most  of  those  cases 
have  now  been  investigated  and  necessary  corrective  action  has  been 
taken.     In  some  cases,  however,  it  has  been  necessary  to  subject  all 
claims  to  continuing  special  review. 

No  implication  of  impropriety  is  to  be  drawn  necessarily  from  the 
fact  that  a  doctor  is  identified  by  a  screening  device  as  having 
received  pa}',ments  in  excess  of  some  predetermined  amount.     The  services 
for  which  he  was  paid  may  have  been  medically  necessary,  and  the  amount 
of  reimbursement  for  each  bill  quite  proper.     Screenings  are  estab- 
lished on  the  basis  of  gross  payments,  and  allowance  for  overhead 
and  other  expenses  can  reduce  them  significantly.     Screenings  might 
fail  to  separate  the  doctor  who  bills  and  is  paid  on  behalf  of  a 
group  of  associates.     Not  frequently  also,  physicians  receive  large 
Medicare  payments  either  because  their  specialties  or  'c\\c  location  cf 
their  practices  cause  them  to  have  unusually  large  numbers  of  aged 
patients;  in  those  cases,  Medicare  payments  might  represent  a  very 
large  part  of  total  income.     In  addition,  no  screening  device  would 
reflect  significant  variations  in  the  size  of  doctors'  practices  or 
the  amount  of  time  devoted  to  their  work.    With  such  variations  can 
come  significant  variations  in  total  reimbursement . 

Screening  based  on  gross  payments  is,  therefore,  only  a  device  for 
identifying  cases  which  might  require  closer  scrutiny.     Much  more 
needs  to  be  considered  before  one  could  conclude  that  payments  have 
been  improper.     Once  a  carrier  determines  that  payments  have  been 
improper,  however,  several  different  courses  of  action  are  available. 
The  carrier  may  recover  the  overpayment  directly  or  through  offset 
and,  of  course,  attempt  to  impose  curbs  on  future  overpayments.  It 
may  also  report  irregular  practices  to  the  local  medical  society  for 
appropriate  action.     If,  however,  there  is  indication  of  intent  to 
defraud,  the  case  must  be  reported  to  the  Social  Security  Adminis- 
tration. 
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A  special  project  to  obtain  more  detailed  information  about  physicians 
who  received  unusually  large  Medicare  payments  was  begun  in  April  1969. 
Among  other  things,   the  project  was  designed  to  test  the  ability  of 
carriers  to  detect  and  investigate  large  physician  payments. 

2/ 

From  the  payment  records,  approximately  5,000  physicians—    paid  $25,000 
or  more  during  calendar  1968  were  identified  by  code  number.  Detailed 
statistical  tables  were  prepared  reflecting  physician  distribution  by 
various  reimbursement  characteristics  and  the  kinds  of  services  provided. 
The  tables  were  used  to  identify  physicians  whose  reimbursement  or 
patterns  of  practice  seemed  unusual  when  compared  with  other  physicians 
in  similar  specialties.     In  making  this  determination,  we  used  such 
criteria  as   (1)  high  reimbursement  in  relation  to  the  number  of 
beneficiaries  treated,    (2)  unusually  high  proportion  of  patients 
receiving  surgical  treatment  from  physicians  who  were  not  surgeons, 

(3)  inordinate  numbers  of  services  rendered  or  patients  treated,  and 

(4)  higher  than  average  numbers  of  patients  receiving  medical  treat- 
ment in  extended  care  facilities.     In  this  way,  we  selected  1,328  cases 
representing  about  .5  percent  of  all  physicians  which  were  subjected 

to  further  analysis.— ^ 

A  questionnaire  was  designed  to  obtain  more  detailed  information  from 
carriers  about  the  physicians  who  billed  under  the  1,328  identification 
r:r,Ao  numKors      We  asked  for  names  and  addresses  and  a  detailed  break- 
down of  the  total  amount  paid  during  1968  by  the  number  of  patients 
and  kinds  of  services. 

About  800  of  the  1,328  cases  were  closed  following  review  because  the 
carriers  concluded  either  that  the  payments  were  proper  or  that  the 
evidence  did  not  conclusively  indicate  that  they  were  improper.  These 
were  cases  in  the  $25,000  to  $45,000  annual  reimbursement  range  in 
which  there  was  no  evidence  of  fraud  or  intentional  improper  utiliza- 
tion.    Approval  of  the  closing  of  these  cases  was  conditioned  upon  an 
assurance  that  tighter  and  more  realistic  utilization  safeguards  would 
be  applied  in  the  future. 

Carriers  determined  overpayments  of  about  $2  million  in  approximately 
270  cases.     About  $700,000  had  been  recovered  by  the  close  of  fiscal 

2/    Representing  about  2  percent  of  the  country's  total  physician 
population. 

3/    Carriers  were  asked  to  provide  only  identifying  information  about 

each  of  the  3,700  physicians  who  did  not  appear  to  have  questionable 
patterns  of  practice  or  billing. 
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1970,  and  the  balance  is  being  recovered  through  offset  against 
subsequent  valid  claims.     Some  200  other  cases  were  closed,  because 
the  average  amount  of  payment  to  individual  members  of  a  physician 
group  billing  under  a  single  number  was  less  than  $25,000,  and  there 
was  no  evidence  of  improper  billing  practices.     Another  30  cases 
were  closed  because  the  physician  involved  had  died. 

Improved  identification  techniques  produced  a  listing  of  8,500 
physicians  to  whom  carriers  paid  $25,000  or  more  during  1969. 
Approximately  2,400  of  these  cases  were  identified  as  requiring  special 
review  by  the  carriers. 

Completion  of  carrier  review  of  selected  1969  payments  was  completed 
on  April  21,  1971.     Of  the  2,400  cases  identified,  some  500  were 
determined  to  involve  payments  to  two  or  more  physicians  billing 
under  the  same  number.    Where  the  amount  of  money  paid  in  1969  to 
such  a  billing  number  averaged  less  than  $25,000  per  physician,  the 
case  was  closed  for  purposes  of  this  review.     The  regional  offices 
submitted  detailed  reports  on  the  remaining  1850  cases  with  their 
evaluation  of  the  carrier  reviews.     Their  reports  indicated  that 
payments  were  suspended  to  213  physicians  and  that  315  physicians 
were  referred  for  peer  review.     Carriers  also  determined  overpayments 
totalling  $4.8  million. 


Mechanisms  for  Detecting  Unusual  Payme nt  Patterns 

Most  carriers  have  already  incorporated  into  their  claims  processing 
systems  methods  for  maintaining  a  continuing  control  on  total  amounts 
paid  to  physicians.     Using  some  predetermined  gross  payment  level  as  a 
cut-off  point,  they  are  able  to  identify  physicians  to  whom  payments 
are  exceeding  that  predetermined  amount  and  to  institute  special 
review  of  those  bills.     Studies  of  physician  reimbursement  made  during 
1969  indicated,  however,  that  most  carriers  do  not  have  the  capability 
to  monitor  the  payments  to  physicians  in  such  way  as  to  identify 
questionable  patterns  before  large  payments  have  been  made.  Their 
systems  do  not  permit  maintenance  of  cumulative  payment  information 
during  the  course  of  the  year,  and  total  amounts  paid  to  an  individual 
physician  can  be  determined  only  at  the  year's  end  by  aggregating 
the  amounts  for  all  bills  paid. 

Aware  of  the  important  control  purpose  it  serves,  we  have  been 
encouraging  carriers  to  develop  the  capability  to  maintain  cumulative 
physician  payment  data.     Those  carriers  who  elect  to  use  the  Part  B 
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Model  System  or  the  EDSF  system^'  will  acquire  that  capability  from 
the  system  itself.     The  Model  System  provides  quarterly  detailed 
summary  information  about  payments  to  physicians.     Each  doc  cor  is 
identified  and  aggregate  information  is  provided  about  submitted  charges, 
amounts  allowed,  amounts  reduced  and  procedures  and  services  provided. 

To  complement  carrier  capability  in  monitoring  physician  payments 
and  to  provide  a  means  of  measuring  the  effectiveness  of  carrier 
capability,  the  Social  Security  Administration  has  begun  to  compile 
detailed  information  about  physicians  and  suppliers  whose  reimburse- 
ment exceeds  certain  predetermined  amounts.     These  compilations  are 
made  semi-annually  from  payment  records  and  are  used  to  alert  carriers 
to  situations  which  seem  to  require  investigation.     These  semi-annual 
listings  enable  carriers  to  begin  necessary  documentation  and  develop- 
ment of  questionable  situations  before  large  overpayments  have 
accumulated  and  prospects  for  recovery  begin  to  diminish. 

Use  of  Social  Security  Numbers  for  Physician  Identification 

Much  of  the  early  difficulty  in  accumulating  physician  payment  data  was 
caused  by  differences  in  carrier  identification  codes.     The  feasibility 
of  .?  natioi>«i  n„mV,»»<?~  "i~"V~3^tz  t\iz-ctlZ.j  rL-y: -Ic-ia..^  £w  iiedlcar;c 
claims  processing  purposes  was  readily  apparent  even  durinf.  the 
earliest  days  of  systems  development.    Although  a  requirement  that 
social  security  account  numbers  be  used  was  one  of  the  obvious  ways 
to  achieve  such  an  identification  system,  we  were  constrained  not  to 
impose  such  a  requirement  primarily  because  of  the  difficulties 
involved  in  switching  from  the  various  individual  numbering  systems 
which  carriers  had  previously  used  in  their  claims  processes.  Only 
four  months  remained  between  the  time  carriers  were  selected  and  the 
date  the  program  was  to  begin  operations,  so  that  there  was  little 
time  to  make  such  changes.    Moreover,  to  have  then  required  a  switch 
in  identification  systems  would  have  imposed  formidable  operating 
problems  upon  those  which  were  expected  to  be  generated  by  Medicare 
claims  workloads. 

Carriers  were  permitted,  therefore,  to  continue  using  their  existing 
identification  systems  in  processing  Medicare  claims.     Although  this 
eased  initial  problems,  it  generated,  as  already  indicated,  at  least 
one  serious  long-range  problem,  for  it  made  very  difficult  the  accumu- 
lation of  data  concerning  payments  to  individual  physicians,  especially 
where  more  than  one  carrier  had  been  involved  in  making  payments. 


4/    For  discussion  of  the  Part  B  Model  and  EDSF  systems,  see  section 
on  '^Claims  Processing11  in  Chapter  I  of  this  report. 
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It  was  his  difficulty  which  prompted  criticism  by  the  Senate  Finance 
Committee  of  our  not  having  mandated  use  of  social  security  account 
numbers  to  identify  physicians.    We  agreed  that  social  security 
numbers  are  preferable  identification  numbers,  and  it  seemed  that 
carriers  had  reached  the  point  that  the  change  could  be  made  with 
minimal  adverse  effect  upon  general  operations.     Not  long  after  the 
Senate  Finance  Committee  Hearings,  carriers  were  advised  of  the 
change  to  social  security  account  numbers  to  identify  physicians  and 
suppliers  in  the  medical  insurance  program.     From  some  4.7  million 
self-employment  items  in  social  security  records,  we  were  able  to 
obtain  127,000  account  numbers.     The  balance  carriers  had  to  obtain 
by  direct  physician  contacts. 
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APPENDIX  A 


SUMMARY  DATA  ON  MEDICARE  OPERATIONS 


Beneficiaries 

The  number  of  persons  entitled  to  hospital  insurance  increased  to  20.4 
million  on  July  1,  1970,  a  gain  of  347,000  over  the  total  as  of 
July  1,  1969  and  a  figure  which  includes  nearly  every  American  age  65 
and  over.3./ 

On  July  1,  1970,  the  number  of  persons  enrolled  for  medical  insurance 
reached  19.6  million,  representing  a  389,000  increase  from  the  19.2 
million  enrolled  on  July  1,  1969.     Over  95  percent  of  the  aged  popu- 
lation entitled  to  hospital  insurance  was  enrolled  for  medical  insurance. 

Health  Care  Resources 

At  the  close  of  fiscal  1970,  there  was  a  net  decrease  of  49  partici- 
pating hospitals  from  the  total  at  the  end  of  fiscal  1969,  bringing 
the  number  of  hospitals  participating  in  the  Medicare  program  on 
June  30,   1970,  to  6,776.     The  reason  for  the  decline  was  that  a  number 
of  small  hospitals,  which  had  been  certified  early  in  the  program, 
voluntarily  terminated  after  resurveys. 

However,  during  the  same  period,  the  total  number  of  beds  in  hospitals 
participating  in  Medicare  increased  by  nearly  22,000  to  1,199,000-- 
representing  about  98  percent  of  all  the  acute  care,  adult  hospital 
beds  in  the  United  States.     At  the  same  time,  the  net  increase  in 
general  hospital  beds  was  nearly  17,000.     Among  participating  hospitals 
were  6,330  general  and  specialty  hospitals,  down  38  from  last  year; 
341  psychiatric  hospitals,  down  3  from  last  year;  and  105  tuberculosis 
hospitals,  down  8  from  last  year. 


1/    Excluded  from  coverage  are  certain  Federal  employees  covered  under 
the  Federal  Employees  Health  Benefits  Act,  aliens  admitted  for 
permanent  residence  but  not  residing  in  the  United  States  for  5 
consecutive  years  preceding  their  application  for  hospital, 
insurance  entitlement,  and  persons  convicted  of  crimes  against  the 
United  States.     Included  in  the  total  are  162,000  beneficiaries 
residing  in  foreign  countries  and  persons  living  in  Puerto  Rico 
and  United  States  territories  and  possessions. 
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At  the  end  of  fiscal  1970,  there  were  4,656  participating  extended  care 
facilities  with  333,600  beds--a  decrease  of  193  ECF's  and  8,000  beds 
under  the  totals  a  year  earlier.     The  number  of  beds  represents  more 
than  two-fifths  of  the  Nation's  skilled  nursing  beds  in  nonhospital 
facilities. 


A  total  of  2,350  home  health  agencies  were  certified  to  participate 
in  Medicare  on  June  30,  1970--a  gain  of  141  agencies  during  the  12- 
month  period.     About  three-fifths  of  the  agencies  provide  visiting 
nurse  care  and  two  or  more  additional  services,  while  two-fifths  offer 
the  basic  requirement  of  visiting  nurse  care  and  one  additional  service. 


Independent  laboratories  approved  for  Medicare  at  the  end  of  fiscal  1970 
numbered  2,684--an  increase  of  14  over  the  previous  year's  total. 
About  one- fourth  of  the  laboratories  were  approved  for  all  seven  reim- 
bursable categories  of  clinical  tests  or  procedures;  microbiology, 
serology,  clinical  chemistry,  hemotology,   immunohematology ,  tissue 
pathology  and  exfoliative  cytology. 

Since  July  1,  1968,  physical  therapy  services  have  been  covered  when 
furnished  on  an  outpatient  basis  by,  or  under  the  supervision  of, 
qualified  "providers  of  service."     In  addition,  of  course,  physical 
therapy  has  been  covered  since  the  start  of  the  program  when  furnished 
in  physicians'  offices  or  as  part  of  covered  home  health  services. 
At  the  end  of  fiscal  1970,  a  total  of  107  clinics,  rehabilitation 
agencies  and  public  health  agencies  —  compared  to  only  89  a  year  earlier-- 
had  been  certified  to  participate  as  outpatient  physical  therapy 
providers  in  addition  to  participating  hospitals,  extended  care 
facilities  and  home  health  agencies. 


Since  January  1,   1968,  medical  insurance  benefits  have  been  payable, 
under  certain  conditions,   for  diagnostic  x-ray  services  provided  in  . 
beneficiary's  home  by  nonphysician  portable  x-ray  operators.     To  be 
reimbursable,  the  operator's  services  must  be  performed  under  the 
general  supervision  of  a  physician  and  must  meet  strict  health  and 
safety  requirements.     At  the  end    of  fiscal  1970,  there  were  140 
suppliers  receiving  interim  reimbursement  for  providing  portable 
x-ray  services,  the  same  number  as  last  year. 


Suppliers  of  ambulance  services  under  Medicare  include  both  independent 
suppliers  and  those  under  the  supervision  of  participating  providers. 
Durable  medical  equipment  suppliers  include  outlets  which  specialize  in 
renting  or  selling  such  equipment,  as  well  as  a  large  number  of  drugstores 
and  other  nonspecialized  suppliers. 
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The  following  table  summarizes  the  changes  which  have  occurred  in 
participating  facilities. 


Type  of  Facility 

Facilities 

July  1969 

July  1970 

Percent 

C*  h    n  O"  p> 
\j  L  let  UK  t- 

6,825 

6,776 

-.7 

6,368 

6,330 

-.6 

344 

341 

-.9 

113 

105 

-7.1 

Extended  care  facilities... 

4,849 

4,656 

-4.0 

2,209 

2,350 

+6.4 

Independent  laboratories... 

2,670 

2,684 

+  .5 

Type  of  Facility 

Beds 

July  1969 

July  1970 

Percent 
Change 

1,176,656 

1,199,030 

+1.9 

839,874 

856,609 

+2.0 

313,519 

320,709 

+2.3 

23,263 

21,712 

-6.7 

Extended  care  facilities.. 

341,735 

333,630 

-2.4 

Independent  laboratories.. 

2/    Excludes  16  Christian  Science  sanatoriums 
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Benefit  Payments 

In  Medicare's  fourth  year,  the  program  paid  $4,804  million  in  benefits 
under  the  hospital  insurance  program  compared  to  $4,654  million  during 
the  third  year.     Medical  insurance  benefits  paid  amounted  to  $1,979 
million,  up  from  $1,645  million  paid  in  fiscal  1969. 

An  analysis  of  hospital  insurance  claims  approved  for  payment  in  fiscal 
1970  and  recorded  in  SSA  records  shows  that  inpatient  hospital  services 
accounted  for  82.4  percent  of  paid  claims,  but  93.4  percent  of  total 
disbursements.     The  respective  percentage  figures  for  other  services 
were:     extended  care  9.4  percent  of  claims  and  5.6  percent  of  dis- 
bursements; posthospital  home  health  services  8.2  percent  of  claims 
and  1.0  percent  of  disbursements. 

A  breakdown  of  medical  insurance  claims  approved  for  payment  in  fiscal 
1970  and  recorded  in  SSA  records  indicates  that  physicians'  services 
accounted  for  84.3  percent  of  paid  claims,  and  89.7  percent  of  total 
disbursements.     For  other  services,  the  respective  percentage  figures 
were:     outpatient  hospital  services  9.4  percent  of  claims  and  4.8 
percent  of  disbursements;  other  medical  services  and  supplies  4.2 
percent  of  claims  and  3.4  percent  of  disbursements;  home  health  care 
1.3  percent  of  claims  and  1.6  percent  of  disbursements;  and  indepen- 
dent laboratory  services  1.6  percent  of  claims  and  0.5  percent  ot 
disbursements.     In  fiscal  1970,  excluding  claims  from  hospital-based 
physicians,  61.2  percent  of  the  claims  submitted  for  physicians 
services  were  assigned.     The  total  assignment  percentage,  including 
hospital-based  physicians,  was  65.0  percent. 

Charges  were  reduced  on  34  percent  of  the  medical  insurance  bills 
with  an  average  reduction  of  6.7  percent  and  a  total  amount  reduced 
of  $185  million.     In  fiscal  1969  about  one  out  of  four  bills  were 
reduced  by  an  average  of  5.2  percent,  with  a  total  reduction  amount 
of  $120  million. 

Inpatient  Hospital  Services 

During  Medicare's  fourth  fiscal  year,  there  were  more  than  6.1  million 
covered  hospital  admissions,  up  about  60,000  admissions  over  fiscal  1969 
but  considerably  less  than  the  1969  increase  of  nearly  300,000  admissions 
over  fiscal  1968.     The  fiscal  1970  total  represented  an  annual  average 
of  306  admissions  to  short  and  long-term  hospitals  for  every  1,000 
persons  covered  under  the  program,  a  slight  decrease  from  the  previous 
year's  rate  of  307. 
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In  fiscal  1970,  a  total  of  9,951  claims  for  emergency  hospital  services 
were  processed—a  decrease  of  14,700  claims  from  the  preceding  year. 
About  44  percent  were  allowed,  compared  to  64  percent  last  year,  while 
56  percent  were  either  wholly  or  partially  denied. 

For  the  year  ended  June  30,  1970,  hospitals  were  paid  an  estimated  $4.4 
billion  for  inpatient  hospital  services,  an  increase  of  about  $300 
million  over  the  preceding  12  months.     Reimbursement  averaged  $691  per 
recorded  inpatient  hospital  bill;  the  comparable  figure  for  the  previous 
year  was  $641. 

Extended  Care  Services 

During  fiscal  1970,  there  were  473,000  admissions  to  extended  care 
facilities,  down  from  517,000  the  previous  year  and  an  annual  rate  of 
23.6  per  1,000  persons  covered,  compared  to  26.1  per  1,000  in  fiscal 
1969.     There  was  about  one  extended  care  facility  admission  for 
covered  posthospital  care,  on  the  average,  for  every  13  hospital 
admissions . 

An  estimated  $295  million  was  paid  to  extended  care  facilities  during 
the  fiscal  year  for  extended  care  services.     Reimbursement  averaged 
$364  per  recorded  extended  care  bill  compared  to  $357  in  fiscal  1969. 

Home  Health  Services 

There  were     287,600  "start  of  care"  notices  for  home  health  services 
under  both  the  hospital  insurance  and  medical  insurance  programs  in 
fiscal  1970,  a  decrease  of  more  than  34,000  under  the  previous  year. 
The  total  amounted  to  14  notices  per  1,000  persons  covered,  compared 
to  16  per  1,000  the  previous  year. 

During  the  most  recent  fiscal  year,  an  estimated  $115  million  was  paid 
for  home  health  services,  up  from  $77  million  in  fiscal  1969.     The  average 
payment  per  recorded  bill  was  $78  under  hospital  insurance  and  $53  under 
medical  insurance,  compared  to  $76  and  $50  respectively  in  the  preceding 
12-month  period. 

Outpatient  Hospital  Services 

In  fiscal  1970,  3.8  million  outpatient  hospital  bills  —  both  diagnostic 
and  therapeutic—were  reimbursed  under  Medicare,  up  from  over  37  million 
during  the  previous  12  months.     Total  payments  to  hospitals  for  covered 
outpatient  services  were  $88  million,  up  from  $63  million  in  fiscal  1969. 
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Physicians'  Services 


In  fiscal  1970,  a  total  of  32.7  million  bills  for  physicians'  services 
were  approved  for  payment  and  recorded  in  Social  Security  Administra- 
tion records,  in  comparison  to  30.3  million  bills  in  fiscal  1969.  Of 
the  fiscal  1970  bills,  14.4  percent  were  for  surgical  services  and 
85.6  percent  for  medical  services.     Reasonable  charges  for  surgical 
bills  amounted  to  $766  million  and  averaged  $163  per  bill  (fiscal 
1969  figures  were  $672  million  and  $163  respectively);  for  medical 
bills, this  amounted  to  $1. 38  billion  and  averaged  $49  per  bill  (in 
fiscal  1969,  the  amounts  were  $1.36  billion  and  $52,  respectively). 

For  physicians'  surgical  services,  the  proportion  of  reasonable  charges 
reimbursed  by  Medicare  was  75.3  percent.     For  physicians'  medical 
services,  the  comparable  proportion  was  71.5  percent. 

Other  Medical  Services  and  Supplies 

There  were  2.3  million  paid  bills  recorded  for  nonphysical  medical 
services,  other  than  home  health  and  outpatient  hospital  services, 
in  fiscal  1970--up  from  2.2  million  in  the  preceding  fiscal  year. 
The  average  reasonable  charge  per  bill  for  independent  laboratory 
services  was  $19,  compared  to  $20  a  year  earlier,  while  the  figure 
for  "other  medical  services'was  $50  in  fiscal  1970  ($4b  £Y  iy69). 
Included  in  the  "other"  category  are  rental  or  purchase  of  durable 
medical  equipment,  ambulance  services,  prosthetic  devices,  and 
certain  other  medical  services  and  supplies. 

Claims  Processing  Performance 

During  the  1970  fiscal  year,  carriers  received  43,779,000  claims,  up 
from  39,318,000  in  fiscal  1969.     The  number  of  claims  received  reached 
its  peak  in  January,  as  it  did  the  previous  two  years.     In  January 
1970,  almost  4%  million  claims  were  received—an  all-time  high—while 
the  ratio  of  clearances  to  receipts  declined  to  88.6  percent,  repre- 
senting 3.4  weeks  work  pending. 

During  fiscal  1970,  the  ratio  of  clearances  to  receipts  exceeded  100 
percent  only  6  of  the  12  months.     The  number  of  weeks  work  pending 
was  2.8  at  the  close  of  the  fiscal  year,  down  from  2.9  at  the  end  of 
fiscal  1969.     The  percentage  of  claims  pending  over  30  days  was  25.1 
in  June  1970,  up  1.6  percent  from  the  23.5  percent  recorded  a  year 
earlier. 
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The  number  of  claims  received  exceeded  3  million  every  month  during 
fiscal  1970,  compared  to  only  9  months  in  fiscal  1969. 

In  fiscal  1970,  intermediaries  increased  the  number  and  percentage 
of  claims  pending  over  30  days  from  48,000  or  12  percent  in  July  1969 
to  68,000  or  14  percent  in  June  1970.     Another  intermediary  performance 
indicator,  the  ratio  of  clearances  to  receipts,  varied  between  95.3 
percent  and  103.2  percent  during  the  fiscal  year.     The  number  of  weeks 
work  pending  remained  fairly  stable  varying  from  1.0  to  1.3  throughout 
the  year  up  until  June  1970  when  the  indicator  jumped  to  1.5. 

Claims  pending  also  reached  their  peak  in  June,  although  more  claims 
were  received  in  October  of  the  fiscal  year.     September  marked  the 
low  point  for  number  of  claims  pending.     There  were  4  months  in  which 
more  than  1,500,000  claims  were  received  by  intermediaries  compared  to 
only  one  month  in  fiscal  1969.     At  the  same  time,  the  ratio  of  clearances 
to  receipts  topped  100  percent,  the  breakeven  point,  during  6  months  in 
fiscal  1970,  as  against  7  months  in  the  preceding  fiscal  year. 
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APPENDIX ■ B 

eneiiciari6s  (as  of  1/1/70)  and  Participating  Health  Care  Resources '(as  of  7/1/70}; 
Benefits  Paid,  Admissions  and  Home  Health  Starts  of  Care  (7/1/69-6/30/70) 

NATIONAL   •'-   '    •••  v. 


f         BENEFICIARIES  \J 
i«  Hospifol 

I     Insuronce-  20,012,075 

•!»  Mcc'icol  \ 

Insuronce-  19,307,746 
"3uy-in"-  1,837,071 
I       (Percent  of  totol-9.5%  ) 


j  HEALTH  CARE  RESOURCES 

•  HospitoIs-6776  GonoroM)'33Q;  PSYCH.- 34 ^  T3-105 

Gencrol  Beds- 856,  609  Per  1,G00  be.-.encicrics-  42  .  8 

•  extended  Core  Facilities—  -A,  656 

|Beds-3y  333,630  "      •  Per  1,000  beneficiaries-  16 .  7 

•  Homo  Hcolth  Agoncios-  2,350 

•  Independent  Laboratories—  2,684 


I         .    BENEFITS  PAJO 

i«  Hospitoi  '. 

j    Insurance- $4,804,242,00 
i  ' 
Mecicc! 

i     Insurance- $1,979, 287,  000 


ADMISSIONS  AND  STARTS  OF  CARE 

Inpatient 

Hospifol  Admissions-  6,127,600    Per  1,000  beneficiaries-  306 

•  Extended  Care 

Focility  Admissions-  472,900        Por  1,000  bcncficicrics-2-1- ° 

•  Home  Health  Starts  of  Core?88, 400  Per  1,000  bencf iciorics-14 . 4  ■  i 

•  Emergency  Hospitoi  Claims  Procosscd-   9,951   J 


1/    Based  on  data  recorded  as  of  July  8,  1970.    (includes  bencficiariec 
unknown  residence,  but; excludes  foreign  beneficiaries. 


of 


2/    Short-stay  and  long-stay  hospitals.    Includes  separately  certified  medical 
and  surgical  units  and  beds  of  psychiatric  and  tuberculosis  hospitals  not 
accredited  by  the  Joint  Commission  on  Accreditation  of  Hospitals  or  the 
American  Osteopathic  Association. 

I 

2/   Includes  skilled  nursing  beds  only. 

i 

hj    Includes  home  health  start  of  care  notices  from  both  hospital  insurance 
and  medical  insurance. 

ji/   Data  reported  reflect  the  actual  date  of  admission  (or  start  of  care) 


are  based  on  admission 
by  the  Social  Security 


(or  start  of  care)  notices  received  and  processed 
Administration  through  December  1970.  .  The  geographic 


distribution  reflects  the  location  of  the  facility  providing  services 


Figures  are  subject  to 
of  care  in  fiscal  year 
Administration. 


revision  as  additional  notices  of  admission  or  st 
1970  are  received  and  processed  by  the  Social  Sec 
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APPENDIX  B 

er.eficiaries  (as  of  1/1/70)  and  Participating  Health  Care  Resources  (as  of  7/1/70); 
Benefits  Paid,  Admissions  and  Home  Health  Starts  of  Care  (7/1/69-6/30/70) 


Alabama 


BENEFICIARIES  1/. 

\o  Hospitol                    -  .'  : 
Insurance-  322,064  ; 

J  •.V.ccicol       ■*•.■    ••  '. i.; 

Insurance-  312,359-     :  .  ' 
"3uy-;n"-  N/A 
•    (Percent  of  total-           )  • 

HEALTHCARE  RESOURCES  \ 

•  Hospitals-!22    Gcncral^Q;  PSYCH.-1'    ;  TB-1  ' 

.  '  General  Beds-13,283          .          ,pof  1,000  bcncficiorics-  41.2 

j  «■  Extended  Caro  Facilities--. 9.9.-.     . .  ..............  ...  ..        .,'.-  ... 

..  •    Beds~3/  6,76.1    .      '  :  ,             Per  1,000  benoficiories-  21.0 

•  .Home  Health  Agencies-  60 

o   Independent  Laboratories—   10  '■ 

BENEFITS  PAID  ' 

<»  Hospital         "      '•'  V      '  •■ 
lnsurc.-.cc-$58, 5.26, 000.  * 

tn^orcncc-$  19  , 955,  000  ' 

'        ''     '•'     ADMISSIONS  AND  STARTS  OF  CARE  5/            .  _ 

•  Inpatient                  •              '  * 

Hospital  Admission's-  106,700'     :  Per  1,000  beneficiaries- *331 

Extended  Core  • 
,'  ..  Facility  Admissions-  5,100            Por  1,000  benoficiories-  15.8 

'.  •  Homo  Health  Starts  of  Care-^4,100  Per  1,000'bcneficiarics-  •  I2-? 

•  'Emergency  Hospital  Claims  Processed—  611  J 

ALASKA                  ..V"'V    '  ".■ 

^    •    BENEFICIARIES  IV  _ 

I#  Hospitc!                  • .  ■   '  ' 
.' Insurance— 559    •••  . 

*  Me  c  i  r  " ' 

>                5  37  3  • 
insurcnco — ',->/-> 

}        "3uy-in"— * 

i  „  JP^.-ccn:  or  totals       .  ) 
*State  clicr  nor  buy-in', 
until  after  ] /1/70. 

HEALTH  CARE  RESOURCES       .    .                     ,  N 

•  Hospitals-  20    General  19  ;  PSYCH.-  1  ;  T3-  0 

General  Beds-  668         •    /          Per  1,000  beneficiaries-    101 . 8  I 

"•  Extended  Core  Fociiitics—  &  '                             '■•  •  ■ 

Beds-3/  210       .  ^      v. .           Per  1,000  beneficiorios-    32.0  • 

•  Home  Health  Agencies— 1  " 

•  Independent  Laboratories  —  2 

BENEFITS  PAID  .'••'•'•/; 

•  Hospito!                '       ■■ '.  . 
Insurance- $1,661,000;  .' 

e  J.'.ec'iccl 

insurance- $494,000  :  ; 

ADMISSIONS  AND  STARTS  OF  CARE U           '  < 
'  •                                                      >i  ■ 

Inpatient                           '        .  '  ■  / 
.  Hospital  Admissions-  1,700  '.    ;     pc(  1,000  bencjfeicries-  243 

•  Extended  Core 

Focility  Admissions-  40                 Per  1,000  beneficiaries-  7»6 

•  Home  Health  Starts  of  Core-''  20      Per  1)000  benoficiories-  2.6 

•  Emergency  Hosoitol  Claims  Processed—  1 

'  'ARIZONA                                                                                              •'       ..    '  ' 

f        BENEFICIARIES    1/  , 

•  h'ospitel 

•  Insuroncc— 150 , 251  '■!,■ 

•  Mcdiccl              \.  '  :  '.•'». 
lr.surcncc-144,737       ,  ': 

"Buy-in"-  11,554 
(Percent  of  total- 8.0%  ). 

HEALTH  CARE  RESOURCES 
•  •  Hospitols-   57   General^  52  ;  PSYCH— 3  ;  TB-  2 

General  Beds-  5,993-  ■         ■    .  •,  pof  1<000  beneficiaries-  .39.9 
'  •  Extended  Caro  Focilitics-  -27, 

Bods-3/  1,690-                  '.   Por  1,000  bonoficiorios-  H-'2 
'  •  Homo  Health  Agencies-  10  * 
•   Independont  Laborotories—  46 

BENEFITS  PAID  _ 

«  Hospitcl                  '.  . 
Insurcnco-  $39,325,000 

•  Mccicc!            ,  -"i 
lr,sur0.ic.-5 18, 464 ,000 

.    ADMISSIONS  AND  STARTS  OF  CARE 'V 

• !  Inpatient     '     • '      ••'..''  ' 

Hospital  Admissions-  52,300  .  ..  Per  1,000  beneficiaries-  349 

•  Extended  Core              ,    -,nCj    '.'  ■" 

■  'Focility  Admissions-    fc*""JU  "   .     Por  1,000  beneficiaries-  28. 7 

•  Homo  Health  Starts  of  Coro^, 900    Por  1,000  benoficiories-  19;5, 

•  •  Emergency  Hospital  Clcims  Processed-  40,            .     ..  y 
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ARKANSAS 


f        BENEFICIARIES  1/ 

o  Hospital 

Insurance-  234,301 

•  -Medical      ••••  -  •  -v. 
Insurcncc-  225,650 
"3uy-in"-  60,906 
(Percent  of  iotol-27. 07c) 

HEALTKCARE  RESOURCES 

•  Hospitols-100    General- 97  •;  PSYCH.-  2  ;  TB-1  ' 

General  Beds-  7,878             ;   ■   .Per  1,000  bcneficiories-  33.6 

'  ••  Extended  Caro  Facilities— -32. ...  '>             .  ..■».-...•....■  .  ..  .•  ... 
Beds-3/  1,900    .                       Per  1,000  beneficiaries-  8,1 

•  '.  Home  Heolth  Agencies-   71                                           .      •  .  . 

•  Independent  Laboratories-  13 

BENEFITS  PAID 

o  Hosoital 

InsuVcr.cc- $37, 783, 000/ 

-  Mcdiccl 

lnsuronce-$15,735,000 

V 

.'             '•'     ADMISSIONS  AND  STARTS  OF  CARE  5/ 

•  Inpatient  1 

Hospital  Admissions-  89,300          Per  1,000  bcncficicries-  382 

•  Extended  Core                       .  .  ',  ' 

,  ...  Facility  Admissions-  2,200'          Per  1,000  beneficiaries-  9.4 

'  •  Home  Heolth  Starts  of  Core-^> 600     Per  1,000  beneficiaries-  •  6.7 

•  'Emergency  Hospital  Claims  Processed- 44  ^/ 

CALIFORNIA 


f.    ■    BENEFICIARIES  17 

'         LI           ■  *     I  • 

»  nospiici 

Insurance-  1,765,564 

«  Medico! 

Insurcncc— 1 ,  /      ,  J 
"Buy-in"-  321,818 
(Percent  of  total- 18. 6%) 

HEAl^  CARE  RESOURCES       .                         ..  "\ 

•  Hospital s-582    General^  546;  PSYCH. -33  ;  Tfi-  3 

General  Beds-  71,749    .    ..           Per  1,000  beneficiaries-  40 . 6 

•  Extended  Care  Facilities—   962                          '•  •  ■ 

Beds-3/''^                                  Per  1,000  bcneficiories-  44.7 
e  Home  Health  Agencies-  108 
©   Independent  Laboratories- 626 

BENEFITS  PAID 

•  Hospital 

Insurance-  $543,629,000 

e  MeciccI 

Insurance- $292  ,847, 000 

V 

ADMISSIONS  AND  STARTS  OF  CARE  5/ 

•  •  Inpatient  / 

Hospital  Admissions-  518,900   '     Per  1,000  beneficiaries-  294 

•  Extended  Core 

Facility  Admissions-     97,000        Per  1,000  beneficiaries-  54.9 

•  Home  Health  Starts  of  Care|64  , 300  Per  1,000  bcneficiories-  19.4 

•  Emergency  Hospital  Claims  Processed—  127 

COLORADO                                                                                               ■        ..  . — .- 

BENEFICIARIES  1/ 

»  Hospital 

Insurance-    186,997  . 

•  Mcdiccl 

Insurcncc-    182,619  . 
"Buyin"-  39,956 
(Percent  of  total- 21. 9$ 

HEALJj,-!  CARE  RESOURCES  ^\ 
«  Hospitcls-90     General^  86  ;  PSYCH.- ^   ;  TB-  0 

General  Beds-  10,085                     Per  1,000  beneficiaries-  53.9 

•  Extended  Core  Facilities-  80. 

Beds-3/  5,505  ■                        Por  1,000  beneficiaries- 29  .4 

'  •  Home  Heolth  Agencies-  21" 

•  Independent  Laboratories—  37 

BENEFITS  PAID 

e  Hospitcl 

Insurance-  $50,855,000 

a  Meckel 

lnsurcnce-^22,520,000 

V 

.    ADMISSIONS  AND  STARTS  OF  CARE  "5/ 

•  Inpatient  ' 
Hospital  Admissions-  74,800    .      Per  1,000  beneficiaries-  400 

o    EE  xt  cn  c  c  d  0  c  r  c  ~ 

'    Facility  Admissions-  5,900            Por  1,000  bcncficicries-     31. -6 

■  •  Homo  Heolth  Starts  of  Core^3,000    pcr  ]f000  beneficiaries-     16  •  0 

•  Emergency  Hospital  Clcims  Processed-  25             .    .  ..  ^/ 
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Connecticut 


f         BENEFICIARIES  1/ 

»  Hospito! 

lnsuronce-286 , 323 

a  Medical             ■■  •' 

Insurcnce—  280,725  ' 
"Buy-in"—    7  ,275  • 
(Percent  of  total-  2.6%  ) 

HEALJ^  CARE  RESOURCES 

•  Hospitols-51     General-  43.;  PSYCH.- 8  ;  TB-0 

General  Beds-    11,459   •           ;   .Per  1,000  beneficiories-  40.0 

>  •■  Extended  Caro  Facilities-?  127-                 •  .  .                .  ..  ..  .. 

.    ■    Beds-  3/     10,674            :'         Per  1,000  beneficiories-  37.3 

•  .Home  Health  Agencies—  99                                                '  •  , 

•  Independent  Laboratories-  49 

BENEFITS  PAID 

o   Hospital                   •  '• 
insurancc-$77,051,000..' 

a   Medical                        .  . 
lnsuronce-$26, 101,000 

'-'      ADMISSIONS  AND  STARTS  OF  CARE  U 

•  Inpatient                                               *  . 

Hospital  Admissions-70, 800        .   Per  1,000  beneficiaries- '  248 

•  Extended  Gare 

,  .   Facility  Admissions-  9,800'          Per  1,000  beneficiories-  35.5 

4/ 

;  •  Home  Health  Starts  of  Care-  6,600  Per  1,000  beneficiaries-  -23.2 

•  'Emergency  Hospital  Claims  Processed—  0  ^/ 

DELAWARE    '            .<■*'■  '■.  .?'                    •  .  •   '  ... 

S~    ■■'  BENEFICIARIES  XI 

o  Hospital 

Insurance-  44,671 

#  Medical 

Insurance-  43,320 
"3uy-in"- 2,290 
(Percent  of  total-  5.3^ 

HEALTH  CARE  RESOURCES                               .  *\ 

•  Hospitals-  9     General^  7    ;  PSYCH.-  1  ;  TB-'l 

General  Beds-    1,575          .           Per  1,000  beneficiories-  35.3 

•  Extended  Care  Facilities—  H                               *:  ■  • 

Beds-  3/     539                          Per  1,000  beneficiories-    12.1  . 

•  Home  Health  Agencies—  8 

•  Independent  Laboratories—  6 

BENEFITS  PAID 

o  Hospital 

Insurance-  $11,117,000 

©  Medical 

Insurance-$3,794,000 

V 

ADMISSIONS  AND  STARTS  OF  CARE  5/ 

•  •   Inpatient  // 

Hospital  Admissions-  10,900         Per  1,000  beneficiories-  242 

•  Extended  Core 

Facility  Admissions-   900              Per  1,000  beneficiaries-  20.0 

•  Home  Health  Starts  of  Carc^  1,000  Per  1,000  beneficiories-  23.3 

o   Emergency  Hospital  Claims  Proeessed-0  y 

'DISTRICT  OF  COLUMBIA 

S~        BENEFICIARIES  ±J 

«  Hospital  ; 
lnsurance-66  ,457 

»  Mcdiccl  \. 
Insuroncc-  63,168 
"Buy-in"-7  ,  111 
(Percent  of  totol-H  •  2%  ) 

HEALT^  CARE  RESOURCES  ^\ 

•  Hospitals-    15  General-13  ;  PSYCH.-  2  ;  TB-    0  \ 
General  Beds-  5,237-                     Per  1,000  beneficiaries-  78.8 

•  Extended  Core  Facilities—  .6 

,  Beds-  V  1,396                          Per  1,000  beneficiaries-  21.0 

•  «  Home  Health  Agencies—  3 

•  Independent  Laboratories— 6 

BENEFITS  PAID 

•  Hospital 

lnsurcncc-$27,725,000 

°  !ttnce--riO,271,000 

v 

.    ADMISSIONS  AND  STARTS  OF  CARE  '  '$4 

•  Inpatient 

Hospital  Admissions-  20,900   ■      Por  1,000  benaficiorics-  317 

•  Extended  Care  ~ 
Focility  Admissions-   ^00               Per  1,000  bcncficiorlos-  10.6 

•  Homo  Health  Starts  of  Core^  >  800    Por  1,000  beneficiories-  26.9 

•  Emergency  Hospital  Claims  Processed-  0  J 
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Florida  •"  ~7     'T :  : 


icNEFlCiARIES  1/ 


Instance-  878,487 

•Medico!  :■     •      ••••  :•• 

insurance-  857,295 
"Buy-in"-  68,066  • 
(Percent  ©f  lotal-  7.9%) 


HEAL^  CARE  RESOURCES 

•  Hospitals- 184  General  ="175-;  PSYCH.-  7  ;  TB-  2 

Gcnerol  Beds-    26,752  ■  ■     ,  Per  1,000  beneficiaries-  30.5 

•  ■  Extended  Care  Faci lities-184-. 

Beds-3/     11,322.        ..  \  j 

•  .Home  Health  Agencies—  49 

•  Independent  Laboratories-  109 


Por  1,000  beneficiaries-  12.9 


BENEFITS  PAID 

o  Hospital  '■•!•' 
Insurence—  $205,123,000' 

a  Medical 

lnsuror.ee—  $125,631,000 


;    .'  ADMISSIONS  AND  STARTS  OF  CARE  -5/ 

inpatient 

Hospital  Admissions-- 288,900       Per  1,000  beneficiaries-  1  329 


Extended  Care 

Facility  Admissions-  23,700 

4/    .  •■  • 

Home  Health  Starts  of  Care-"-  8,800  Per  1,000  beneficiorics—  ■  10.0 


Per  1,000  beneficiaries-  27.0 
Per  l,0i 

»  'Emergency  Hospital  Claims  Processed—  542 


■  Georgia    '•              •     '             •''  ■                                            i"1'::'.  ' 

S~    ■    BENEFICIARIES  1/ 

«  Hospital 

Insurance-  359,962  • 

«■  Medical 

insurance-  34./, /b^  . 
"5uy-in"-96,114 
(Percent  of  totol-27  . 67.) 

HEALT^  CARE  RESOURCES                                ""  \ 
•  Hospitals-  160  General-  153;  PSYCH.-  6  ;  TB-  1 

General  Beds-  15,588     .               Per  1,000  beneficiaries- 43. 3 

e   Extended  Care  Focilities-85 

Beds-  3/     6,362^                    Per  1,000  beneficiaries-  17  •  7 

o  Home  Health  Agencies— 1^  ' 

»   Independent  Laborctories-22 

BENEFITS  PAID 

*  Hospitc! 
insurcr»ce-$60,439,000  " 

•  Medico! 
lnsurcnce-$29,599,000 

V 

ADMISSIONS  AND  STARTS  OF  CARE  V 

•  •   Inpatient                 •              ••  / 

Hospital  Admissions-    121,900'     Per  1,000  bcne^icicrics-  339 

•  Extended  Care 

Facility  Admissions-    5,200          Per  1,000  beneficiaries-  14.4 

4/                   >  (. 

•  Home  Health  Starts  of  Core-  2  ,400  Per  1,000  beneficiaries-      ° -> 

•  Emergency  Hospital  Claims  Processed-  767 

HAWAII  . 

f         BENEFICIARIES  XI 

«  Hospital 

Insurance- 43 , 835 

«<  Medical 

Insurence-  42  ,922 
"Buy-in"  —  * 

*Stfa3fecccflc?fi!oit?lBuy-iJ 
until  after  1/1/70. 

HEALTHCARE  RESOURCES  >^ 

•  Hospitals-  25    General--  24;  PSYCH.-l    ;  TB-  0  '. 
General  Beds-  2,678                 .    Per  1,000  beneficiaries-  61 . 1 

•  Extended  Care  Facilities- !£ 

Beds-  3/  1,282  "               .      Per  1,000  beneficiaries- 29 .2 

•  •  Home  Health  Agencies—   6  * 

•  Independent  Laboratories— 13 

BENEFITS  PAID 

«  Hospital 

Insurance- $11, 042,000 

9  Mediccl      •  • 

lnsurcnce-$5,745,000 

1 

.    ADMISSIONS  AND  STARTS  OF  CARE". 

•  Inpatient            '  / 

Hospital  Admissions-  12,500    .      pcr  1,000  beneficiaries-  284 

•  Extended  Care  ' 
Facility  Admissions—    1,300           Per  1,000  beneficiaries- 

4  / 

•  Homo  Health  Starts  of  Care-    800     Per  1,000  beneficiorics-  17.3 

»  Emergency  Hospital  Claims  Processed— 0 
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IDAHO 


5ENEFICIARIES  1/ 

©  Hospital 

Insurance-  68,370 

»  Medical            •••  •'         .•.  ■ 
Insurance— 66 , 153 
"Buy-in"-  5,400  ■ 
(Percent  of  total-  8.2%) 

HEALTH  CARE  RESOURCES  ~~N 
2/  \ 

•  Hospitals-  47   Gcncfoi--46  ;  PSYCH.-  0;  TB-  I 

•  '  General  Beds-   2,469     ■        ...  Per  1,000  beneficiaries-  36.1 

-■  ••  Extcnded/Caro  Facilities—  111--  >            •  •                   ■      .•  .. 
Beds-J/  2,592                            Per  1,000  beneficiaries-  37.9 

o  .Home  Health  Agencies—  8 

•  '  Independent  Laboratories—  2 

BENEFITS  PAID 

*  Hospital                '•  '• 
!nsurcncc-$12,720,000 

«  Medical 

Insurance-^  5,813,000 

V 

■                      V      ADMISSIONS  AND  STARTS  OF  CARE  -5/ 

•  Inpatient  / 

HospitaJ  Admissions-  22,400          Per  1,000  beneficiaries-  329 

•  Extended  Care 

,  ..  Facility  Admissions-     2,500          Per  1,000  beneficiaries-  36.8 
■      Home  Health  Starts  of  Ccre-^lOO    Pcr  1,000  benericicrics-  •  15.9 
o  'Emergency  Hospital  Claims  Processed-  49  J 

. ILLINOIS 


/*     ■    BENEFICIARIES  Xj 

•  Hospitcl 

lnsuronce-1,094,520 

o  Medical 

insurance-1,060,070 
"3uy-in"-  41,093 
(Percent  of  total-  3.9%) 

HEALTH  CARE  RESOURCES                              ,  "X 
2/                                                  •  l 

•  Hospitals-296  Genc-rol-268  ;  PSYCH.-  19;  TB-  9 

General  Beds- 55,329     J    ■           Per  1,000  beneficiaries-  50 . 6 

•  Extended./Care  Facilities—  166 

Bcds-^'IO,^                           Per  1,000  beneficiaries-  - 

•  Home  Health  Agencies—  88 

e   Independent  Loborotories—  161 

BENEFITS  PAID 

©  Hospital 

:nsurcnce-$291,912,000 

w  Medical 

lnsuronce-$  85,655,000 

ADMISSIONS  AND  STARTS  Of  CARE  5/ 

•  •   Inpatient                                                         /          '  ' 

Hospitol  Admissions-  330,900       Per  1,000  beneficiaries-  3"02 

o   Extended  Care 

Facility  Admissions-     21,900       Per  1,000  beneficiaries-  20.0 
•  Home  Health  Starts  of  Core^9  ,300  Per  1^000  beneficiaries-        8'. 5 
o   Emergency  Hospital  Claims  Processed— 0 

■ 

INDIANA 


/T".       BENEFICIARIES  1/ 

«  Hospital 

Insurance-  492,599 

»  Mediccl  \. 
Insurance-  474,011 
"Buy-in"-  18,215 
(Percent  of  total-  3.8%) 

HEALTH  CARE  RESOURCES  ^ 

•  •  Hospitals-  133  Generoli-123 ;  PSYCH.-  7  ■  TB-  3 

Gcnerol  Beds-  19,759                    Per  1,000  beneficiaries-  40.1 

•  Extended  Care  Facilities— -95 

Bcds^'5,297                                Per  1,000  beneficiorics-  10.8 

•  •  Homo  Health  Agencies—  31  ' 

•  Independent  Loboi otorics—  34 

BENEFITS  PAID 

o   Hospitol                      '■  . 
Insurcnco-$108,042,000 

»  Mediccl 

Insurance-  $33,395,000 

v 

ADMISSIONS  AND  STARTS  OF  CARE  *  '.— ' 

•  Inpatient 

Hospitol  Admissions-137  ,500         Per  1,000  beneficiaries-  279  . 

•  Extended  Core 

Facility  Admissions—    10,600         Per  1.000  beneficiaries-  21.5 

.        •                                         A  / 

•  Homo  Health  Starts  of  Core— -  4,70  0  Per  1,000  beneficiaries-       9- 6 

o   Emergency  Hospital  Claims  Processed—  0  J 
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IOWA 

jT          BENEFICIARIES  M 

o  Hospital 

Insurance-  353,507 

•  Medico!            •■>  •"  .-v  ••' 
Insurcncc-  344,652     .  '  .  ' 

"Buy-in"- 23,888  •'• 
(Percent  of  toto  1-6.9%  ) 

HEALTH  CARE  RESOURCES 

•  Hospitals-148    Gcneral-X^  ;  PSYCH—  5  ;  TB-  1 

General  Beds- 14,641             .,       Per  1,000  beneficiaries-  41.4 
'  ••  Extended.  Caro  Foci  lities—  .  7S-.  •»         .-,  .  .     —         .....  .. 

Beds-2'  3,208    .                       Per  1,000  beneficiaries-  .9.1 

•  .Home  Health  Agencies- 40 

•  Independent  Laboratories—  16 

BENEFITS  PAID      '  .  . 

©  Hospital 

Insurance-  $77  ,276,000; 

e  Medical 

Insurance- $24,053,000 

■,'q  I    .'              '■'      ADMISSIONS  AND  STARTS  OF  CARE 

•  Inpatient  •-.'"',■•'.'* 

.  HospitaJ  Admissions-  124,200        Per  1,000  beneficiaries- ' 351 

•  Extended  Core 

,;.  Facility  Admissions-      7,200.      Per  1,000  beneficiaries-  20.3 
I  •.  Home  Health  Starts  of  Care--/2,*100  Per  1,000'beneficiaries-  •  6.1 
©  'Emergency  Hospitol  Claims  Processed-  16  y 

.KANSAS        '    '       .         •  •                          •                                    ■  ■ 

jr      ■    BENEFICIARIES  V 

©  Hospi'cl 

Insurance—  266,120  . 

o   Modi  col 

Insurcncc—  »9/<j 
"3uy-in"-  22,425 
.  (Percent  of  total-  8.7$ 

HEALTH  CARE  RESOURCES  . 

•  Hospitals- 166   General-MiO;  PSYCH—   5;TB-1  : 

General  Beds-    13,324    .               Per  1,000  beneficiaries-  50 . 1  I 

■  i 

•  Extended, <^are  Facilities- 46                               '•■ .  ■ 

Beds-^'    yy/                              Per  1,000  beneficiaries-     3.7  . 
c  Homo  Health  Agencies—  34 

•  Independent  Laboratories—  22 

BENEFITS  PAID  -; 

©  Hospital 

Insurance-  $55,549,000 

o  Medical 

lnsurance-$21,107,000 

V 

ADMISSIONS  AND  STARTS  OF  CARE  2/ 

•  •   Inpatient  / 

Hospitol  Admissions-99, 400      ;     Per  1,000  beneficiorics-  374 

•  Extended  Care 

Facility  Admissions- 3,000    .         Per  1,000  beneficiaries-  11.3 

/i  1 

•  Home  Health  Starts  of  Care--  l,800pef  1,000  beneficiaries-  6.-6 

•  Emergency  Hospital  Claims  Processed-  2                                 ••    ■  J 

KENTUCKY 


f         BENEFICIARIES  J7 

©  Hospital 

Insuronce—  337,605  '  ■ 

•  Medical 

Insurance-  329,171 
"Buy-in"-  63,813 
(Percent  of  total-  19  .b,) 


HEALTH  CARE  RESOURCES 

•  Hospitals-  129  Gencral--117;  PSYCH-  5  j  TB-  7 
General  Beds-  11, 862  Per  1,000  beneficiaries-  35.1 

•  Extended  CorcJtaci lities-.  73 

Beds-27  ^> 823  .  Por  1,000  beneficiaries-  14 -3 

•  Home  Hcolth  Agencies-  32  ' 
©  Independent  Laboratories-  31 


BENEFITS  PAID 

«  Hospital 

lr,surcnce-$58,109,000 

©  MeciccI      ■  • 

lnsurance-$24,882,000 


.    ADMISSIONS  AND  STARTS  OF  CARE- '%!    .  .. 

•  Inpatient 

Hospital  Admissions-  114,200       Por  1,000  beneficiorics-  338 

•  Extended  Care 

Facility  Admissions-       8,000        Por  1,000  beneficiaries-  23.7 

•  Home  Hcolth  Starts  of  Core— 4\ 500    Per  1,000  beneficiorics-  13.3 

•  Emergency  Hospital  Claims  Processed-  48'  . 
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Beneficiaries  (as  of  1/1/70)  and  Participating  Health  Care  Resources  (as  of  7/1/70); 
Benefits  Paid,  Admissions  and  Home  Health  Starts  of  Care  (.7/1/69-6/30/70) 

LOUISIANA  •"  "  •   


f        BENEFICIARIES  1/ 

o  Hospital 

Insu'ronce-  300,462- 

o  Medical      ■«■■•          .-•  *.« 
Insurcnce—  275,758  • 
"3uy-in"-   N/A  " 
(Percent  of  total-  ) 

HEALTH  CARE  RESOURCES 

•  Hospitals-128    General --^24;  PSYCH.- 3   ;  T.B-1  ' 

General  Beds- 14,879                     Per  1,000  beneficiories-  49.5. 

•■  Extended  Care  Facilities- 44 •••  >         .-.  ■                  ...  .-  .. 
■    Beds- 37  3,616    .                       Per  1,000  beneficiories-  12.0 

•  .Home  Hcolth  Agencies—    78                                                 ■  ..  | 

•  Independent  Laboratories—    23                 ..- , 

BENEFITS  PAID  •' 

o   Hospitol                              '  ■ 
insurance-  $59,747,000  " 

»  Medical 

Insurance-  $23,712,000 

I 

•    .                '•'      ADMISSIONS  AND  STARTS  OF  CARE  'kJ 

•  .  Inpatient  ' 

Hospital  Admissions-  107  ,500        Per  1,000  beneficiaries^  *- 358 

•  Extended  Core 

,  ..  Facility  Admissions-     2,700          Per  1,000  beneficiories-  9.0 

•  Home  Health  Starts  of  Care-^6,'300  Per  1,000  beneficiories-  '  21.1 

•  "Emergency  Hospitol  Cloims  Processed—  1,297  J 

MAINE 


■    BENEFICIARIES  1/ 

a  Hospital 

Insurance-  119,592  . 

e  Mec'iccl 

\r*        -      1 17  218 
^Buy-to"-  12^331 
(Percent  of  totol-  10 . 5/Q 

HEALTH  CARE  RESOURCES  "\ 

•  Hospitals-  60   General^O  ;  PSYCH.- 0  ;  TB'-O 

General  Beds- 4,  684                       Per  1,000  beneficiaries-  39  .2 

•  Extended  Core  Facilities-  31 

Beds-  3/  1,083                          Per  1,000  beneficiaries-  5.1 

•  Home  Heolth  Agencies—  25 
9   Independent  Loborotorics—  1 

BENEFITS  PAID 

•  Hospitol 

Insurance-  $25,443,000: 

e  /.'ediccl 

Insurcnce-  $7,979,000 

V 

ADMISSIONS  AND  STARTS  OF  CARE  If 

•  •   Inpatient  / 

Hospital  Admissions-  38,300         Per  1,000  beneficiories-  319 

•  Extended  Care 

Facility  Admissions-   3,000           Per  1,000  beneficiaries-  25.6 

•  Home  Health  Starts  of  Care^=-  2,600  Per  1,000  beneficiaries-  21.8 

•  Emergency  Hospital  Claims  Processed-  18  j 

MARYLAND  _ 

f        BENEFICIARIES  1/ 

o  Hospital 

Insuronce-  287,563 

*  Wcdicol 

Insurance-  268,628 
"Buy-in"-* 

*Stait<¥caiidofnWQ  Wuy  -  in  J 
until  after  1/1/70. 

HEALTH  CARE  RESOURCES  ~N 
2/  l 

•  Hospitols-61     Gonerol-  50;  PSYCH.- 9  ;  TB- 2 

Generol  Beds-  11,267                     Per  1,000  beneficiaries-   39 -2 

•  Extended  Care  Facilities-  67 

Bedi-2/  5}462                          Por  1,000  beneficiories-  19 

1  •  Home  Hcolth  Agencies-  28  '  * 

•  Independent  Loborotorics—  -*5 

BENEFITS  PAID 

«  Hospital                     '■  . 
Insurance-  $63,475,000 

•  McdiccI 

lnsurcnco-$23,929,000 

v 

.    ADMISSIONS  AND  STARTS  OF  CARE  '  "5/ 

•  Inpatient  - 

Hospital  Admissions—  64,200        Por  1,000  beneficiaries- 223 

•  Extended  Core                                                        "*  — 
Facility  Admissions-   7  , 10 0           Por  1,000  beneficiories-  24.7 

•  Home  Heolth  Starts  of  Care-^2, 900  Per  1,000  beneficiories-  9.9 

•  Emergency  Hospitol  Claims  Processed—  27  J 
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Beneficiaries  (as  of  1/1/70)  and  Participating  Health  Care  Resources  (as  of  7/1/70); 
Benefits  Paid,  Admissions  and  Home  Health  Starts  of  Care  (7/1/69-6/30/70) 

MASSACHUSETTS  ■         -   - 


f-        BENEFICIARIES  i/ 

©  Hospital 

Insu.-o.-.cc-  632,480 

a  Medico!            ■■•  •'  .•>" 
Insurcnce—  618,816 

"3uy-!n"-  13, 582  ■ 
.    (Percent  of  total-  2.2°/0 

HEALTH  CARE  RESOURCES  \ 

•  Hospitals-  190  Generol-~^69;  PSYCH.-  18 ;  TB-  3  ' 

General  Beds- 31,617                   ,  P0r  1,000  beneficiaries-50  • 0 

.•  ••  Extended  Caro  Facilities—  1-27.  >             •  •■.•«.  ,■„'.;  «. 

Beds-3/  9,214    .                       Per  1,000  bencficiorics-14.6 

•  '.Home  Health  Agencies—  171 

e   Independent  Laboratories—  90 

BENEFITS  PAID 

o  Hosoita!                 ■  '•  •! 
Insu'rancc-$198,036,000' 

*  iVico'iccI 

lnsurcncc-$62, 915, 000 

V 

,'              '•'      ADMISSIONS  AND  STARTS  OF  CARE  U 

•  Inpatient  ' 

Hospital  Admissions-  179,700        Per  1,000  beneficiories-284 

e   Extended  Care 

.   Facility  Admissions-   15,500          Per  1,000  beneficiaries-  24 .8 

•  Home  Heolth  Starts  of  Care-— ^5,600  Per  1,000  beneficiaries-  24.6 

«■  'Emergency  Hospital  Claims  Processed-  30  J 

MICHIGAN    '                                                 ■    .  • 

■    BENEFICIARIES  M 

«  Hospital 

Insurance-  762,857 

«  Medical 

"3uv-in"-  37  ,433 
(Percent  of  total-  5  .  0%  ) 

HEALTH  CARE  RESOURCES                                .  "N 
o  Hospitols-263  General- 243  ;  PSYCH.- 17;  T5-' 3 

Genera!  Beds- 40,080              .       Per  1,000  beneficiaries-  52.5 

•  Extended  Cere  Facilities-  156                             '•• ,  ■ 

Beds-  3/    15,199-                        Per  1,000  beneficiaries-  iy.y 

•  Home  Health  Agencies-  47 

•  Independent  Laboratories—  88 

BENEFITS  PAID 

«  Hospital 

!nsurcnce-$208,602,000 

e  Medical 

insurcnce-$68,640,000 

V 

ADMISSIONS  AND  STARTS  OF  CARE 

•  •   Inpatient  > 

Hospital  Admissions-  217,300  '     Per  1,000  beneficiaries-  285 

e   Extended  Care 

Facility  Admissions-     15,800       Per  1,000  beneficiaries-  20.7 
•  Home  Health  Starts  of  Core-^8,700  Per  1,000  beneficiaries-  ll.4 
o   Emergency  Hospital  Claims  Processed—  12  J 

MINNESOTA 


S~        BENEFICIARIES  jV 

e  Hospital 

Insurance-  411,899  \ 

o  Medical  v. 
insurance-  402,949 
"Buy-in"-  23,145 
(Percent  of  total-  5.7%) 

HEALTH  CARE  RESOURCES 

•  Hospitols-  198  General-  188  ;  PSYCH-  7   •  TB-  3 

General  Beds-  18,902                    per  1,000  beneficiaries-  45;9 

0   Extended  Care  Facilities-  118 

Beds-  3/  5,533  ■                       Por  1,000  beneficiaries-  13 .4 

'  •  Homo  Heolth  Agencies—  53  ' 

•  Independent  Laboratories—  10 

BENEFITS  PAID 

a    Hospital  *. 
Insurcnce-  $109,387,000 

o  Medico!     •  • 

Insurcnce- $39,  671,000 

V 

.    ADMISSIONS  AND  STARTS  OF  CARE"5./ 

•  Inpatient 

Hospitol  Admissions-  153,200.      Per  1,000  beneficiaries-  372 

6    Extended  Care  ~ 

'   Facility  Admissions-       8,900        Per  1,000  beneficiaries-  21.6 

'    '  ■                                                                        A  /  r 

•  Homo  Heolth  Starts  of  Care--  6,400pef  1,000  beneficiaries-    15.  6 

0  Emergency  Hospitol  Claims  Processed—  3              .  " ■  J 
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Beneficiaries  (as  of  1/1/70)  and  Participating  Health  Care  Resources  (as  of  7/1/70); 
Benefits  Paid,  Admissions  and  Home  Health  Starts  of  Care  (7/1/69-6/30/70) 


MISSISSIPPI 


f         BENEFICIARIES  JV 

o  Hospitol 

hsor.or.cc-  221,230 
a  -Medicol             ■••      .V    ■•.  • 
lr.soronce-209,532 
"Buy-in"-  N/A  ' 
(Percent  of  total-  ) 

HEALTH  CARE  RESOURCES 

•  Hospitals-100   General-— ^99;  PSYCH.- 0  ;  TB- 1  ' 

Gcnerol  Beds-   7,744              ,    ..  Per  1,000  beneficiories-  35.0 

4  ••  Extended  Caro  Facilities—  34 ...               ,  •  ....... ....  ..•  .  ..  .•        .,-  ,. 

■    Beds-  3/     1,954.                       Per  1,000  beneficiaries-  8.8 

•  .Home  Health  Agencies—  84 

0   Independent  Laboratories-  14 

BENEFITS  PAID  . 

o  Hospitol                          ■  ".' 
Insurance-  $37,873,000' 

«  Medical 

Insurance- $16,  ?6?, 000 

•    .'              ":      ADMISSIONS  AND  STARTS  OF  CARE  '5/ 

•  Inpatient 

Hospital  Admissions-  81,100          Per  1,000  beneficiaries- ;  367 

•  Extended  Core                         •,  ' 

.   Focil ity  Admissions-     3,700          Per  1,000  beneficiaries-  16.7 
1                       '                4  / 
0  Home  Health  Starts  of  Care  ~  2  , 100  Per  1,000  beneficiories—  •   9.  3 

•  'Emergency  Hospital  Claims  Processed-  3,134  J 

MISSOURI                .  .• 

jr       ■    BEN  EFIClAR! ES  IJ 

»  Hospitol 

Insurance—  557,530  . 

0  Medical 

Insurance-    539  j  995 
''Buy-in"-  93,069 
(Percent  of  total-J.  1  *<-h  ) 

HEALTH  CARE  RESOURCES                                .  >v 

•  Hospitals- 177   General- 167  ;  PSYCH.-  10;  TB-  0 

General  Beds-    24,907    ..               Per  1,000  beneficiaries-  ^  ■  1  ! 

0  Extended  Care  Facilities-  65  ■ 

Beds-  3/     4,177                        Per  1,000  beneficiaries-  >-)>•■ 

•  Home  Health  Agencies—  33 

•  Independent  Laboratories—  57 

3ENEFITS  PAID 

«  Hospitol 

insuronce-$137,009,000 

e  Medical 

Insurance-  $U7, 630,000 

I 

ADMISSIONS  AND  STARTS  OF  CARE  U 

•  •   Inpatient  / 

Hospitol  Admissions-  188,300        Per  1,000  beneficiaries-  337 

•  Extended  Core 

Facility  Admissions-       6,700       Per  1,000  beneficiories-  12.0 

•  Home  Health  Starts  of  Cate^V  ,  000  Per  1^000  beneficiaries-     16  . 1 

0    Emergency  Hospitol  Claims  Processed—  0  y 

MONTANA                                                                                                           -        —-• - 

BENEFICIARIES  1/ 

•  Hospital 

Insurance-  69,641 

»  Mcdiccl  v. 
Insurance-  67,613 
"Buy-in"-  3,71U 
(Percent  of  total-  5.1$) 

HEALTH  CARE  RESOURCES  ~\ 
e  Hospitals-    63  General-  61;  PSYCH—  1  ;  TB-  1 

Gcnerol  Beds-  3,390-                     Per  1,000  beneficiaries-  48*7 

•  Extended  Care  Facilities- .29 

Beds-  2/     860                    '.       Per  1,000  beneficiories-   12  -3 

•  •  Homo  Health  Agencies—  11  " 

•  Independent  Loboratorics—  7 

BENEFITS  PAID 

«   Hospital                     '•  . 
Ir.surcnco-  $14,662,000- 

•  Mediccl 

lnsurcncc-$5,555,000 

ADMISSIONS  AND  STARTS  OF  CARE  "  2/ 

0  Inpatient 

Hospital  Admissions1- '   30,600.      Por  1,000  beneficiories-  437 

•  Extended  Care  • 

Facility  Admissions-        1,300       Por  1,000  beneficiaries-  I8-6 

0  Homo  Health  Starts  of  Cor,©-  -  700  Por  1,000  beneficiories-  9.51 

•  Emorgcncy  Hospital  Cloims  Processed-  34  y 
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Beneficiaries  (as  of  1/1/70)  and  Participating  Health  Care  Resources  (as  of  7/1/70); 
Benefits  Paid,  Admissions  and  Home  Health  Starts  of  Care  (7/1/69-6/30/70) 


NEBRASKA                                 '   '  "   '  '.  

f          BENEFICIARIES  1/ 

«  Hospitol 

lnsoror.ee-  183,319 

a  -Medical           ■■•  •"  >•  ••* 
Jnsurcnce—  177  ,760 
"Buy-in"-   8,407  • 
(Percent  of  total-4.77„  ) 

HEALTH, CARE  RESOURCES  ^\ 
•  Hospitals-  112  Gcncrol-""108;  PSYCH—  3  ;  TB-  1 

General  Bcds-8,176                     .Per  1,000  beneficiaries-  44.6 

'  ••  Extended  Coro  Facilities—-.  32,        ..... \- ..  ....  ..■  ...  . .        .„'.-  /. 

■    Beds-   3/       1,738                     Per  1,000  beneficiaries-  9.6 

o  .  Home  Health  Agencies—  5 

o   Independent  Laboratories-  13 

BENEFITS  PAID 

ft  Hospital                '■'  '•' 
Insurance-  $35,653,000/ 

«  Mcdiccl 

Insurance-  $16,631,000 

V 

.'              '•      ADMISSIONS  AND  STARTS  OF  CARE  5/ 

•  Inpoticnt 

Hospitol  Admissions-  68,300          Per  1,000  beneficiaries- '  373 

•  Extended  Care  •, 

,  .   Facility  Admissions-     3,100          Per  1,000  beneficiaries-  16.9 

;  •  Home  Health  Starts  of  Care-7'  1, lOOPcr  1,000  beneficiorics-  •  '6.0 

•  'Emergency  Hospital  Claims  Processed--  34  J 

NEVADA                »   ..'  :'V;.                                                               '     '■  .. 

f       ■    BENEFICIARIES  \1/ 

•  Hospital 

Insuronce-  30,430     '.•  > 

•  Medical 

■  i_,               o n  o /. n 

liiSwiuiitc—  —  "  >  —  i  ~ 

"3uy-in"-  3 , 102 
(Percent  of  total-  10.6/3 

HEALTH  CARE  RESOURCES       .    .                     .-  >. 
<»  Hospitals-  20   General-  19  ;  PSYCH.- 1   ;  TB-  0 

General  Beds- 1,842       .    ,           Per  1,000  beneficiorics-  60.5 
•   Extended  Core  Facilities-  13                               *> .  - 

Beds—    3/  626                             p©f  1,000  beneficiaries  —     20.6  • 
»  Home  Health  Agencies—  3 
e   Independent  Laboratories—  14 

BENEFITS  PAID  . 

ft  Hospital 

Insurance-  $9,892,000 

o  Medico! 

lnsurcnce-$3,647,000  . 

V 

ADMISSIONS  AND  STARTS  OF  CARE    5/  ...... 

•  •   Inpatient  / 

Hospital  Admissions-  10,700         Per  1,000  beneficiaries-  357 

o   Extended  Care 

Focilify  Admissions-     1,200          Per  1,000  beneficiaries- 40 . 0 

o  Home  Health  Starts  of  Care*-' 300      Per  1)000  beneficiaries-  10 .  5 

e   Emergency  Hospital  Claims  Processed—  0  ^/ 

NEW  HAMPSHIRE             '  .      - '  '                            •                                   •  . — .-  '  ■ 

jr          BENEFICIARIES  1/ 

«  Hospital 

Insurance—  81,028 

ft  Medical  \. 
Insurance-  77,933 
"Buy-in"- 4,350 
(Percent  of  totol-  5.5%) 

HEALTH  CARE  RESOURCES  ^\ 
ft  Hospitals- 34     General-  32  .  PSYCH—  2  ;  TB-    0  i 

General  Beds-    2,948             .       Per  1,000  beneficiaries-  ., 36 -4 
e   Extended  Ca't  Facilities— -10 

Beds-  3/      539                  ■■:>     Per  1,000  beneficiorics-  6.7 

'  •  Homo  Health  Agencies—    40  ■ 
ft  Independent  Laboratories-  1 

BENEFITS  PAID 

«  Hospitol 

Imurcncc-  $16,366,000 

o  Medical 

Insurance-  $6,277,000 

-    ADMISSIONS  AND  STARTS  OF  CARE*  "5/ 

•  Inpatient 

Hospitol  Admissions-  23,700  .     Por  1,000  beneficiaries-  293 

•  Extended  Core                                                        _  ~- 

Facility  Admissions-     1,600         Por  1,000  beneficiaries-  20.5 

'  •  Homo  Health  Starts  of  Carc-^2 , 300  por  1,000  beneficiaries-     28.  8 

o   Emergency  Hospital  Clcims  Processed-  Q 
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Beneficiaries  (as  of  1/1/70)  and  Participating  Health  Care  Resources  (as  of  7/1/70); 
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NEW  JERSEY 


/"         BENEFICIARIES  _1/ 

o  Hospitol 

Insu.-once-  688,943 

»  Medico!          ■••  •*  .•»■ 
Insurance-  673,325  '•• 
"3uy-in"-  14,097  ' 
(Percent  of  total-  2.1%  ) 

HEALTH  CARE  RESOURCES  ^\ 
2/    ■  > 

•  Hospitals-  '  120  Generol-109  ;  PSYCH— 9   ;  TB-  2' 

General  Beds-   25,950   •                Per  1,000  beneficiories-  37.7 
j  ••  Extended  Caro  Facilities-  • -104  -          ...  ..>■.■  ■....■  .  ..  .■ 

Beds- 3/    8,171.                   .  Per  1,000  beneficiories-  11.9 

•  .Home  Health  Agencies—    51                                                 •  , 

•  Independent  Laboratories—  124 

BENEFITS  PAID  .'/ 

•  Hospital  > 
Insyronce-  $153,965,000 

•  Medical 

Insurance-  $75,536,000 

V 

>■                  '■'     ADMISSIONS  AND  STARTS  OF  CARE  5/ 

•  Inpatient                                   •  '  ,  ■'  ' 

Hospital  Admissions-  158,500        Per  1,000  beneficiories- '  230 

•  Extended  Cere 

,  .   Facility  Admissions-     18,800.       Por  1,000  beneficiories-  27.3 

hi 

"  •.  Home  Health  Starts  of  Core-   14,200?er  1,000  beneficiaries-  •  20.6 

•  'Emergency  Hospital  Claims  Processed—  14  y 

NEW  MEXICO             .             ••                           ■                                              -•  •                  ■  ' 

/"    ■    BENEFICIARIES  \1/ 

•  Hospital 

Insurance-  7  1 , 085     ■  ; 

»  Mec'iccI 

Insuronce—  66,297 
"Buy-in"-* 

■  rn.(P-erce.nt,of  total-      .  ) 
•■'State,  aid  not  buy-in 
until  after  1/1/70, 

HEALJhJ  CARE  RESOURCES                               .  *\ 

•  Hospitols-43     General-  42  ;  PSYCH.- 1  ;  TB-  0 

General  Beds-  3,318       ■■■/'.         Per  1,000  beneficiaries-  46.7 

•  Extended  Care  Facilities-  19 

Beds-  3/     1,253                        Per  1,000  beneficiories- 1/ .t> 

•  Home  Health  Agencies—  5  ' 

•  Independent  Laboratories-  22 

BENEFITS  PAID    .  '"\  ; 

»  Hospitol 

lnsuronce-$12,909,000 

o  Medical 

Insuronce-  $6,012,000 

ADMISSIONS  AND  STARTS  OF  CARE  !'■ 

•  •  Inpatient  , 

Hospital  Admissions-'  23,200         Per  1,000  beneficiories-  327 

•  Extended  Care 

Facility  Admissions-      1,300         Per  1,000  beneficiories-  18.3 

•  Home  Health  Starts  of  Core-=^  900    Per '1)000  beneficiories-  12.4 

•  Emergency  Hospital  Claims  Processed— 116  J 

"NEW  YORK                .'•';'/•".  •   .- 

/\         BENEFICIARIES     1/  . 

o  Hospital 

lnsuronce-1,967,806  -■ 

•  Medical  \. 

lnsurance-1,901,253  " 
"Buy-in"-  73,027 
(Percent  of  total-  3.870) 

\                            HEALTH  CARE  RESOURCES  \ 
'•  Hospitals- 401  General- 360;  PSYCH.-36  ;  TB-  5 

General  Beds-  82,010                    per  1,000  beneficiaries-  41-7 

•  Extended  Core  Facilities-  294 

Beds-3/   "34,357  ~                 .  ■     Per  1,000  beneficiories-  17.5 
•  •  Home  Hcolth  Agencies—  139 

•  Independent  Laboratories-  238 

BENEFITS  PAID 

•  Hospital 
lnsurancc$574, 151,000 

•  Mediccl      •  • 
lnSurance-$235,966,000 

v 

.    ADMISSIONS  AND  STARTS  OF  CARE  "5/ 

©  Inpatient 

Hospitol  Admissions-474,900         Per  1,000  bencficiarics-241 

•  Extended  Core                                                          ~  ~ 

•  Facility  Admissions-    35,700         Per  1,000  beneficiories-   18 -1 

•  Homo  Health  Starts  of  Corff-^32, 900  per  i(000  beneficiories-  16.7 

•  Emergency  Hospital  Claims  Procosscd-  250  y 
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Beneficiaries  (as  of  1/1/70)  and  Participating  Health  Care  Resources  (as  of  7/1/70); 
Benefits  Paid,  Admissions  and  Home  Health  Starts  'of  Care  (7/1/69-6/30/70) 


NORTH  CAROLINA 


/[■         BENEFICIARIES  J7 

©  Hospital 

insorance-409  ,030 

»  Medical      ••••  •■•  ■■  *•:!  -v. 
lnsurcnce-393,632  ' 
"Buy-in"-  N/A 
(Percent  of  total-  ) 

HEALTH  CARE  RESOURCES  "N 

•  Hospitals- 147   General-138  ;  PSYCH.- 5  ;TB-4  ' 

'  General  Beds- 19,620     •       '.. ..Per  1,000  beneficiaries-  48 .0 

'  ••  Extended  Care  Facilities— -52...  '.,          ,■ ,  .  . .  ■-.          ..•  .  ..  ..  ,. 

Beds-  3/  4,069  .                       Per  1,000  beneficiaries-  9.9 

•  .Home  Health  Agencies—  23 

•  Independent  Laboratories—  13 

.    BENEFITS  PAID 

*  Hospital                 •  '• 
Insu'roncc-$72,630,000  .  " 

•  Medical     '                .      .  1 
lnsorance-$26,368,000 

V 

I   .'             'si     ADMISSIONS  AND  STARTS  OF  CARE  'V 

•  Inpatient  ' 

Hospital  Admissions-  130,600,       Per  1,000  beneficiories-  319 

•  Extended  Care 

Facility  Admissions-       6,000        Per  1,000  beneficiories-  14.7 
;  •  Home  Health  Starts  of  Care-^^,200    Per  1,000  beneficiaries-  •  5.4 
o  'Emergency  Hospital  Claims  Processed-  273  ^/ 

NORTH  DAKOTA 


f      ■    BENEFICIARIES  1/ 

o  Hospitol 

Insurance-  67,626 

•  Medical 

Insurance—  6^,650 
"Buy-in"-  4,338 
(Percent  of  total-  6.6%) 


HEALTH  CARE  RESOURCES 

2/  '- 

•  Hospitals- 61     General-  60;  PSYCH.-  1  ;  TB-0 

General  Beds-  3,607       .  Per  1,000  beneficiaries-  53.3 

•  Extended  Core  Facilities-  5 

Beds-3y'  274 

•  Home  Health  Agencies—  9 

•  Independen!  Laboratories-  10 


Per  1,000  beneficiaries-     4. 1 


BENEFITS  PAID 

»  Hospitol 

lnsuronce-$17,707,000 

e  Medical 

lnsurence-$5,484,000 


ADMISSIONS  AND  STARTS  OF  CARE  5/ 

Inpatient  ..  / 

Hospital  Admissions- 32  ,2.00  Per  1,000  beneficiaries- 

Extended  Care 

Facility  Admissions-    500  Per  1,000  beneficiaries- 

Home  Health  Starts  of  Core^OO       Per  1,000  benefi  ciaries- 

•\ 

Emergency  Hospital  Claims  Processed-  0  ■  . 


474 

7.4 
.5.4 


OHIO 


f\         BENEFICIARIES  1/ 
»  Hospital 

.   Insurance—  991,997 

o  Medical  \. 
Insurance-  957,124 
"Buy-in"-  68,711 
(Percent  of  total-  7.27„) 


HEALTH  CARE  RESOURCES 

•  Hospitals-  252  Gencral-^222;  PSYCH. -17  ;  TB-  13 

General  Bcds-42, 7 19*  ..      .  Per  1,000  beneficiories- 43 . 1 

•  Extended  Core  Faciliiies-202  .. 


Beds-3/15,503 
«  Home  Health  Agencies—  98  * 
•  Independent  Laboratories— 100 


Per  1,000  bencficicries-15.6 


BENEFITS  PAID 

«  Hospitol 

lnsurcncc-$226,590,000 

»  Medical     •  • 

lnsuronce-$8 1,419,  000 


•  ■•  ADMISSIONS  AND  STARTS  OF  CARE" 5_/ 

•  .Inpatient 

•  Hospital  Admissions-     270,500     Per  1,000  beneficiaries-  273 

•  Extended  Core  •  ~  — 
Facility  Admissions-       24,100     Por  1,000  beneficiaries-  24'3 

•  Home  Health  Starts  of  Care-^IS^OO  Per  1,000  beneficiaries-  15.9 

•  Emergency  Hospital  Claims  Processed-  8 
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OKLAHOMA 


f        BENEFICIARIES  1/ 

9  Hospital 

Insurance-  293,464  . 

o  -Medical            ••     .-v      •  ■.- 
Insurcnce— 285 , 663 
"5uy-in"-75,521  ' 
(Percent  of  totol-26 .4%) 

HEALT^  CARE  RESOURCES  "^"X 

•  Hospitals-  133  General-  129;  PSYCH.-  4  ;  TB-  0 

General  Beds-  10,739                  ,  Per  1,000  beneficiaries-  36.6 

-  ••  Extended  Core  Facilities— .'.33...  ■"> .                   ....  ..  .. 

■    Beds-  3/     1,467.                  ,     Per  1,000  beneficiaries-  5.0 

•  .Home  Heclth  Agencies—  59 

•  Independent  Laboratories—  36 

BENEFITS  PAID    •"'  , 

©  Hospital                    '•  ••: 
lnsuroncc-$58,175,00Q.' 

»  MediccI 

lnsurancc-$28,766.,000 

V 

.'             '■      ADMISSIONS  AND  STARTS  OF  CARE  5/ 

•  Inpatient  ■, 

HospitcJ  Admissions-  112,800         Per  1,000  beneficiaries-   385  .. 

•  Extended  Care  •, 

,  .   Facility  Admissions-      ^ j^®®         Per  1,000  beneficiaries-  15.0 

•  Homo  Health  Starts  of  Care-  3,300   Pcr  1,000  beneficiorics-  -H-2 

»  "Emergency  Hospitol  Claims  Processed- 10  ^/ 

OREGON 

f    ■    BENEFICIARIES  1/ 

*  Hospital 

Insurance- 22  3,  804  -  . 

o  Medical 

insurcnce- 214 , 036 
"3uy-in"-  N/A 
(Percent  of  total-  ) 

HEALTH  CARE  RESOURCES  , 

•  Hospitals-  92    General i"  88;  PSYCH.-3    •  TB-'l 

Genera!  Beds-7  , 281            ,           Per  1,000  beneficicries-  32  .  5 

•  Extended  Care  Facilities—   83                            *  ,  ■ 

Beds-2/  4,242                           Per  1,000  beneficiaries-  15  . 0 

•  Home  Health  Agencies—  26 

e   Independent  Laboratories—    32  1 

■    BENEFITS  PAID  . 

»  Hospital 

Insurance- $47, 639, 000 

o  Medical 

Insurance^, 941, 000 

V 

ADMISSIONS  AND  STARTS  OF  CARE  5/ 

■  »   Inpatient  / 

Hospital  Admissions-  68,300          Per  1,000  bene^iciories-  305 

•   Extended  Core 

Facility  Admissions-    9,000          Per  1,000  beneficiaries-  40.2 
a  Home  Health  Starts  of  Care-  4,000  Per  1,000  beneficiaries-      17  .9 
o   Emergency  Hospital  Claims  Processed—  86 

PENNSYLVANIA                                                                                      .'   ..    •  '• 

f        BENEFICIARIES  JJ 

o  Hospital 

Insurance—  1,268,607 

•  Medical  \. 

insurcnce-  1,223,249 
"Buy-in"- 46, 114 
(Percent  of  total-  3.8"/Q 

HEALTH  CARE  RESOURCES  >y 
■  •  Hospitols-291   Generol^260  ;  PSYCH.-28;  TB-3 

Gencrol  Beds-   51,536                   Per  1,000  beneficiaries-  40 . 6 

«   Extended  Core  Facilities- 237 

Beds- 3/    18,091               '.       Per  1,000  beneficiaries-  14.3 

•  o  Home  Health  Agencies—  123" 

•    Independent  Laboratories—  125 

BENEFITS  PAID 

e  Hospitol                     '•  . 
Insurance-  $278,791,000 

o  MediccI     ■  • 

Wane*-  $116,740,000 

v 

.    ADMISSIONS  AND  STARTS  OF  CARE*  V 

•  Inpatient 

Hospital  Admissions-   337,200       Por  1,000  beneficiorics-  266 

•  Exlendcd  Care 

Focility  Admissions-      ^y100       Por  1,000  beneficiaries-  19.0 

•  Homo  Health  Starts  of  Corc=-  23, 500Por  1,000  beneficiorics-  18.5 

•  Emergency  Hospitol  Claims  Processed-  73 

87 


APPENDIX  B 
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RHODE  ISLAND    .    .    -.  '    ',  •  -  


BENEFICIARIES 

o  Hospital 

Insurance  103,795 

a  Medico!           ■•■  •'  .-<•■  «■• 
insu-cnce-  101,139    •     .  ' 
"Buy-in"-    4,000  ■ 
(Percent  of  totol-  3.9%) 

HEALTH  CARE  RESOURCES  ""N 

•  Hospitals- 21     General-18  •;  PSYCH.-  3  ;  TB- 0 

General  Beds-  4,939              '       , pcr  1,000  beneficiaries- 47  . 6 

j  •■  Extended  Core  Facilities—  • -23  v  .'„..-.  .  .  .  . .  ».          ..•  .  ..  ..  ,. 

•    Beds-  2/  !>370  .                       Per  1,000  beneficiaries- 13.2 

•  .Home  Health  Agencies—  16 

•  Independent  Laborotories-18 

BENEFITS  PAID       \  , 

«  Hospitcl                 '•'  .•' 
!nsuroncc-$29,725,00O.- 

«  Medical 

...  lrtsu.-once-$ll  ,810,000 

V 

. '  .;    .'              '•      ADMISSIONS  AND  STARTS  OF  CARE  5/  . 

•  Inpatient 

;  Hospital  Admissions-  25,600  '       Per  1,000  beneficiaries- 246 

•  Extended  Care  ■, 

.   Facility  Admissions-    3,100           Per  1,000  beneficiaries-  30.  7:. 
'  •  Homo  Health' Starts  of  Core^  3,300  Per  1,000  beneficiaries-  31.4 
9  "Emergency  Hospital  Claims  Proccssed-2  ■  J 

SOUTH  CAROLINA         '         ,;                           •  • 

■    BENEFICIARIES  1/ 

o  Hospitcl 

Insurance— 189  ,635 

o  Medical 

insurence—  i-oG,  315 
"3uy-in"-22,311 
(Percent  of  totol-  12  A% 

HEALTK  care  RESOURCES       .                        i  *\ 

•  Hospitals-  74     General- 70  ;  PSYCH.-  3  ;  TBJt 

General  Beds-8, 465        .    .           Per  1,000  beneficiaries- 44 . 6 

•  Extended  Care  Facilities-  58 

Beds-3/   3,303                 .      '     Per  1,000  beneficiaries-  21. G 

•  Home  Heolth  Agencies—  43 

•  Independent  Laboratories—  7 

BENEFITS  PAID          •  ; 

«  Hospital 

insurcnce-$28,663,000 

n  Medical 

insurance-  $11,927,000 

V 

ADMISSIONS  AND  STARTS  OF  CARE  U 

■  •   Inpotient  y 

Hospital  Admissions-  57,200         Per  1,000  beneficiaries- 301 

*  Extended  Core 

Facility  Admissions-    3,200          Per  1,000  beneficiaries-  16.8 
4/ 

•  Home  Health  Starts  of  Corc=-  2,400  Per  1,000  beneficiaries-  12.7 
o   Emergency  Hospital  Claims  Processed-  837 

'SOUTH  DAKOTA             '■        '   •   .- 

S~        BENEFICIARIES  J7 

o  Hospitcl 

Insurance—  81,136 

o  MediccI 

Insurence-    78,604  i 
"Buy-in"-  4,585 
(Percent  of  totol-5.8%  ) 

HEALTHCARE  RESOURCES  ^\ 

•  Hospitals-  63    General ^6 3  ;  PSYCH.-  0  ;  TB-0  \ 
General  Beds-  3,70L                     Per  1,000  beneficiaries- 45  • 6 

•  Extended  Care  Facilities- 18 

Bcds-3/  931                             Per  1,030  beneficiaries- 11-5 

■  »  Homo  Health  Agencies—  24" 

•  Independent  Laboratories—  5 

.    BENEFITS  PAID 

«  Hospitoi 

lr.iuror.ee- $17, 188, 000 

«  MediccI 

lnsurcncc-$5,200,000 

ADMISSIONS  AND  STARTS  OF  CARE  '  ' 

•  Inpotient 

Hospital  Admissions-  33,200    .      Per  1,000  beneficiaries-  410 

•  Extended  Core                                                        "  — 

Facility  Admissions-  1,200            Pcr  1,000  beneficiaries-  14.8 

•  Home  Heolth  Starts  of  Corc"^    800     Per  1,000  beneficiaries-     10..  3 
o   Emergency  Hospital  Claims  Procossed-0  _y 
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TENNESSEE                          "'     '     T" '                  ""•  •• 

f         BENEFICIARIES  }J 

o  Hospital 

insurance-  380,925 

•    Wcc'icc!        *■•  ■••  •" 

Insurance-  369,088  • 
"Buy-in"-  N/A 
(Percent  of  total-           )  ■ 

HEALTH  CARE  RESOURCES  ~X 

•  Hospitals-148    GeneraP140  ;  PSYCH.-3    ;  TB-5  ' 

General  Beds-  16,325     •              .  Per  1,000  beneficiaries-  42.9 
•  ••  Extended  Caro  Facilities—  66....  ,  /,..-.  .....  ^. ...  ....  ... 

■    Beds^./  4,160                  :.     ',   Per  1,000  beneficiaries-  10. 9 

•  .Home  Health  Agencies—  86 

•  Independent  Laboratories—  24 

BENEFITS  PAID      '  . 

«   Hospito!                        '•  •'» 
lnsurcncc-$7?,615,000..- 

«  McdiccI  .j 
lnsurcncc-$28,844,000 

I 

I  •    .'                     ADMISSIONS  AND  STARTS  OF  CARE  5/ 

•  Inpoticnt  ' 

Hospital  Admissions-    138,000       Per  1,000  beneficiaries-  362 

•  Extended  Core 

.   Facility  Admissions-     8,800          Per  1,000  bencficicries-  23.1 

•*             *  4/ 

'  •  Homo  Health  Starts  of  Core-  3,200  Pcr  1,000  bencficiories-  8.4 
©  'Emergency  Hospital  Claims  Processed-  397  J 

TEXAS                 :           ,                                 ••                           •  '  ;•            •  •  • 

/*■     •    BENEFICIARIES  07 

*  Hospital 

Insurance-  971,081  .•_ 

•  Mediccl 
insurance-  948,97  6 

"3uy-in"-  241,419 
(Percent  of  total-  25.4'$ 

HEALTH  CARE  RESOURCES  ...                    .  '  >. 

e  Hospitals-  490General^480;  PSYCH.^     ;  T3  -  3 

General  Beds- 45,600                     Per  1,000  beneficiaries-  47.0 

•  Extended  Care  Facilities-  189 

Beds-  3/  10,464/-,     •                  Per  1,000  beneficiaries-  iu.8 

•  Home  Health  Agencies—  96 

o   Independent  Loborotories—  160 

BENEFITS  PAID 

»  Hospital 

!nsurcncc-$229,680,000 

o  Medico! 

Insurcnce-$102,354,000 

v 

ADMISSIONS  AND  STARTS  OF  CARE    H  ..... 

•  •   Inpatient  / 

Hospital  Admissions-  381,200        Per  1,000  beneticiories-  393 

•  Extended  Care 

Facility  Admissions-    18,600         Per  1,000  bencficicries-  19.2 
•  4/ 

•  Home  Health  Starts  of  Care~-l3J200  Per  1,000  bencficiories-  13.6 

o   Emergency  Hospital  Claims  Processcd-399  J 

UTAH                                                                   '                                  ■        -             "  ' 

BENEFICIARIES     jj  . 

o  Hospitcl 

Insuronce— 76  ,093 

•  Medical 

ln.s.uRrcnccr;734?^6 

buy-in  —  ' 
(Percent  of  totol-5. 8%  ) 

HEALTH  CARE  RESOURCES 

•  Hospitals-  37     General-^6  ;  PSYCH.-  1  ;  TB-  0 

General  Beds-  3, 405-                     Per  1,000  beneficiaries-   44  . 7 

•  Extended  Care  Facilities—  20 

Beds-  3/       878'                       Pcr  1,000  beneficiaries- H .  5 

•  •  Home  Hcolth  Agencies—  13  " 

•  Independent  Laboratories— 13 

BENEFITS  PAID 

«  Hospitc!                     '.  . 
Insuranco-$13,491,000 

•  Medical     ■■■  „„„ 
Insurer.^-  $6,069,000 

V 

•  .  ADMISSIONS  AND  STARTS  OF  CARE  '  '1/ 

•  Inpatient 

Hospital  Admissions-22,000     -      Per  1,000  beneficiaries-  289 

•  Extended  Care  ~ 

Facility  Admissions-    1»6^           Per  1,000  beneficiaries-  21.1 

•  Homo  Hoolth  Starts  of  Core-="  1,000  Por  1,000  bencficiories-  13.0 

o  Emergency  Hospital  Claims  Processed-  113  y 
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VERMONT 


BENEFICIARIES  \l 

o  Hospital 

Insurance-  49,337 

•  -Medico!          •••  •'  • 
Insurance—  48,181 
"5uy-in"-  4,340  • 
(Percent  of  total-  9.0%) 

HEALJrt  CARE  RESOURCES  ~~^N 
•  Hospitals- 23     General-  20-;  PSYCH  -  2  ;  T3- 1  ' 
.'  General  Beds-    1,898     ■       \ ;     ..Per  1,000  beneficiories-  38.5 
'  ••  Extended  Core  Facilities—  -13.-.  •  >  .',..-.  .%  ■                    ...  .  :  ,. 
Beds-3/  605        .             :           Per  1,000  beneficiories-  12.3 

©  .Home  Health  Agencies—  14 
»   Independent  Laboratories—  5 

BENEFITS  PAID 

*  Hosoito! 

insu'rancc$41J679,000  ..' 

<»  Medico! 

Insurcncc-$3,914,000 

L 

ADMISSIONS  AND  STARTS  OF  CARE  5/ 

•  Inpoticnt                         ■         • ,         .  ' 

Hospital  Admissions-   15,700         Per  1,000  beneficiaries- '  320 

•  Extended  Care 

.   Facility  Admissions-   700               Per  1,000  beneficiories-  14.6 
'                  4/  . 

•  Home  Health  Starts  of  Core  ~  1,600  Pcf  1,000  beneficiaries-  ■  31.9' 

•  'Emergency  Hospital  Claims  Proccssed-0  ' 

VIRGINIA 


•    BENEFICIARIES  \t 

o  Kospitul 

lnsuronce-359 , 114  . 

•  Mediccl 

insurcr.ee- 34^ ,  35i 
"3uy-in"-  15,137 
(Percent  of  total-  4.4%) 

HEALTH  CARE  RESOURCES                                .  "\ 

•  Hospitals- 119  Generol- 107;  PSYCH.-  9  ;  T3-  3  ■ 

General  Beds-  16,878     .               Per  1,000  beneficiaries-  47.0 

•  Extended  Care  Focilities—  58                             *■  <  • 

Beds-^.'     4,315                         Per  1,000  beneficiories-    12. C 
o  Home  Health  Agencies—  136 
»   Independent  Laboratories—  24 

BENEFITS  PAID 

»  Hospital 

!nsurcnce-$70, 678,000 

«  Medico! 

lnsurcnce-$29,279,000 

L  : 

ADMISSIONS  AND  STARTS  OF  CARE  5/ 

■  *   Inpatient  j 

Hospitol  Admissions- 105, 700         Per  1,000  beneficiaries- 294 

•  Extended  Care 

Focilify  Admissions-    6,800           Per  1, COO  beneficiaries-  18-9 

•  Home  Health  Starts  of  Care-^ , 300   Per  1,CC0  beneficiories-  9.3 

t> '  Emergency  Hospitol  Cioirr.s  Processed-- 37                                 '  .  J 

WASHINGTON  _ 

f~        BENEFICIARIES  1/ 

a  Hospitol 

Insurcnce- 319  ,841 

*  Mediccl               \.      •  '  i 
lnsurcncc-311,394 
"Buy-in"—  35,208 
(Percent  of  total-11 .4%) 

HEALTHCARE  RESOURCES  ^\ 
e  Hospitals-  123  Generai^-113;  PSYCH—  8  ■  TB-  2  '. 
General  Beds-  10,874               .     Per  1,000  beneficiaries-  34.0 

•  Extended  Care  Facilities— ...124 

Beds-3/    4,629                   .      Per  1,000  beneficiories-  14.5 
•  •  Home  Health  Agencies— 24  * 

•  Independent  Laboratories—  56 

BENEFITS  PAID 

«  Hospitol 

lnsurcncc-$72,450,000 

»  Mediccl 

lnsurcnce-$31, 144,000 

V 

.    ADMISSIONS  AND  STARTS  OF.  CARE  "5/ 

•  Inpatient 

Hospitol  Admissions.-   104,700       Per  1,000  beneficiaries- 32? 
e   Extended  Core 

Facility  Admissions-     13^00         Per  1,000  beneficiories-   43 . 1 

•  Home  Health  Starts  of  Core-  4,300    per  ](Q00  beneficiories-  13.5 
e   Emergency  Hospital  Claims  Processed-  4 
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WEST  VIRGINIA 


f         BENEFICIARIES  ±J 

»  Hospital 

Insurance-  197,231  .  . 

*>  V.oo'ico!      •*•■■  ■■•  ■■ 

Insu.-cnce-  190.781  ■ 
"5uy-in"-  12,461- 
(Percent  of  totol-  6  .5%  ) 

HEALTH  CARE  RESOURCES  \ 

•  Hospitols-82     Gcnerol-  77-;  PSYCH.-4  ;TB-1 

General  Beds-  8,593                ;     ,Pcr  1,000  beneficiaries-  43.6 
jo-  Extended  Caro  Facilities—  :'2.6.             .-,  .  ..  \- ......  ..■  ...  ..      ^..jt'J.  ,. 

Beds-  3/  1,355  .                       Per  1,000  beneficiaries-  6.9 

•  .Home  Health  Agencies-21 

»   Independent  Laborotories—  9 

BENEFITS  PAID       V  . 

o  Hosoita!  ': 
insJroncc-$36,567,000.;- 

o  Meciccl 

lnsuronce-$16,046,000 

V 

..."              '■'      ADMISSIONS  AND  STARTS  OF  CARE  -5/ 

•  Inpatient                                  ,  " 

Hospital  Admissions-  71,100          Per  1,000  beneficiorics- '  361 

•  Extended  Care 

.   Facility  Admissions-   2,200'          Per  1,000  beneficiaries-  H»3 

■    •  4/ 

•  Home  Hcclth  Starts  of  Care"  2,600  Per  1,000  beneficiaries-  ■  12.9 

•  'Emergency  Hospital  Claims  Processed-  162  J 

WISCONSIN  ' 

•    BENEFICIARIES  \ 

•  Hospito! 
insurance-  473,754  . 

*  Medical 

Insure, nce-AbjJ,  25b 
"3uy-in"-  7,047 
(Percent  of  total-  1.5%) 

HEALJH  CARE  RESOURCES                                ,  *\ 

•  Hospitals- 181  General-  16}  PSYCH.-  12;  TS-  8 

General  Beds-  20,182                     Per  1,000  beneficiaries-42  . 6 

•  Extended  Core  Facilities-154 

Beds-  3/     9,174.                       Per  1,000  beneficiaries-   12.4  ;  . 
o  Homo  Heolth  Agencies—  64 

•  Independent  Laboratories—  20 

BENEFITS  PAID 

*  Hospital 

InsuronCe-  $107,836,000 

«  Medical 

Insurcr,ce-$36,475,000 

ADMISSIONS  AND  STARTS  OF  CARE  1/ 

•  •   Inpatient  / 

Hospital  Admissions-   150,300  ;     Per  1,000  bencjiciories-  317 

•  Extended  Core 

Facility  Admissions-    8,300           Per  1,000  beneficiaries-  17.5 
4/ 

»  Homo  Health  Starts  of  Core-=- 5,800    Per  1,000  beneficiaries-  12.3 

•  Emergency  Hospital  Claims  Processcd~3  y 

WYOMING  •••• 

BENEFICIARIES  1/ 

o  Hospito! 

Insurance— 30 , 7  57 

*  Medical 

Insurance-  29,624 
"Buy-in"-  168 
(Percent  of  total-  0.5%) 

HEALTH  CARE  RESOURCES 

•  Hospitals-  29     General-  28;  PSYCH.-  1  ;  T3-  0 

General  Beds-  1,544...                     Per  1,000  beneficiaries-  . 50 • 2  j 

•  Extended  Care  Facilities—  5 

•  Bcds-3/  178                         .       Per  1,000  beneficiaries-  3-8 
•  •  Homo  Heolth  Agencios—  10  * 

•  Independent  Laboratories—  3  • 

BENEFITS  PAID 

a  Hospito! 

Insurance--  $5,672,000 

*  Mediccl      ■  • 

lnsurcncc-$2,072,000 

V 

ADMISSIONS  AND  STARTS  OF  CARE  '  '^J 

•  Inpatient 

Hospital  Admissions-  11,900  .      Per  1,000  bencficiorics-  384 

•  Extended  Core  ~ 
Focility  Admissions—     300             Per  1,000  bencficiorics-  9.7 

-  '                                 4  / 

•  Homo  Health  Starts  of  Core-*-  300      Per  1,000  beneficiaries- '  9.5 
e   Emergency  Hospital  Claims  Processed-  24  . 
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•  ■  .  APPENDIX  B 

Beneficiaries  (as  of  1/1/70)'  and  Participating  Health  Care  Resources  (as  of  7/1/70); 
Benefits  Paid,  Admissions  and  Home  Health  Starts  of  Care  (7/1/69-6/30/70) 


PUERTO  RICO  '" 

/       .'  BENEFICIARIES  1/ 

©  Hospitol 

ins.urotfcc-  168,588 

o  -Medical           ••  -' 

Insurance-    92,790    ■;  . 
"Buy-in"-  N/A 
(Percent  of  total-  ) 

HEALTHCARE  RESOURCES 
•  Hospitals-    101Gencral--93;  PSYCH.- 3  ;  TB- 5 

General  Beds-  6,084                      Per  1,000  beneficiaries-  36.1 

'  •■  Extended  Care  Facilities-  .9-  -.  -             .  . .  ••.          ..•    -..  ..         '  .  .. 

Beds-  3/ 519                   ...    Per  1,000  beneficiaries-  3.1 

e  Home  Heolth  Agencies—  2 

©'  Independent  Laboratories-  62 

BENEFITS  PAID 

a   Hospital                  '■'          .' = 
Insuronce-$  14 , 06 1 , 000  . ' 

©  V.cdiccl  j 
lnsurcnce-$7  ,425  ,000 

V 

.'              '■      ADMISSI0HS  AND  STARTS  OF  CARE  _5/ 

•  Inpatient                                 .,..'*  / 

Hospital  Admissions-    40,400        Per  1,000  beneficiaries-  239  . 8 

•  Extended  Care                            '  i 
.   Facility  Admissions-    800               Per  1,000  beneficiaries-  4.5 

K'                                             /  1 

•  Home  Health  Starts  of  Care—  800      Per  1,000  beneficiorics- 

•  'Emergency  Hospital  Claims  Processed-  199  ^/ 

VIRGIN  ISIANDS,  GUAM, .  AMERICAN  SAMOA  AND  OTHER  OUTLYING  AREAS 

/"     ■    BENEFICIARIES  \l/ 

«  Hospital 

insurance-  4,621 

©  Medical  ' 
Insurance—  3jol9 
"3uy-in"-l,198 
(Percent  of  totals  33.1%) 

HEALTH  CARE  RESOURCES       .  "\ 

•  Hospitals-    5     General-     5;  PSYCH— 0  ;  TB- 0 

General  Beds-  579           .               Per  1,000  beneficiaries-  125.3 

o   Extended  Core  Facilities-  ~l 

Beds-  3/  33                               Per  1,000  beneficiaries-  7.1. 

©  Home  Heolth  Agencies—  2  ; 

*  Independent  Laboratories—  0 

BENEFITS  PAID 

©  Hospital 

lnsurcnce-$ 35 1,000  . 

b  .Medical 

Insurance-.  $84,000 

V 

ADMISSIONS  AND  STARTS  OF  CARE  M\ 

•  e   Inpotient  y 

Hospital  Admissions-   1,000           Per  1,000  bene.ficiories-  214.9 

ii   Extended  Core  ' 

Facility  Admissions-  10                  Per  1,000  beneficiaries-  3.0 
4  / 

•  Home  Health  Starts  of  Care=-  40         Per  1,000  beneficiaries-  8.7 
o   Emergency  Hospital  Claims  Processed—  1 

BENEFICIARIES 

©  Hospital 
Insurance— 

e  Mcdiccl  \. 
Insuronce- 
"Buy-in"- 

(Pcrccnt  of  total-        .  ) 

HEALTH  CARE  RESOURCES  "N^ 

■  o  Hospitals-          General-       ;  PSYCH—      ;  TB- 

Gencrol  Beds-          ;*                     Per  1,000  bcncficiorics- 

•  Extended  Care  Facilities—  — 

Beds-                                               Per  1,000  beneficiorics  — 

'  •  Homo  Health  Agoncios— 

•  Independent  Laboratories  — 

BENEFITS  PAID 

o  Hospital 
Insurcnce- 

•  Medico! 
Insurance— 

V 

ADMISSIONS  AND  STARTS  OF  CARE 

•  Inpatient     '  .   • '             ...  '•  - 

Hospital  Admissions-               •      Per  1,000  bonaficiarics- 

•  •  Extended  Core  ~ 

Facility  Admissions—                       Por  1,000  bcncficicrics— 

•  Homo  Hoolth  Starts  of  Care-              Per  1,000  beneficiorics— 

•  Emergency  Hospital  Claims  Processed—  J 

APPENDIX  C 


ADMINISTRATIVE  STRUCTURE  OF  THE  MEDICARE  PROGRAM 


Overall  responsibility  for  administration  of  Medicare  is  vested  by 
law  in  the  Secretary  of  Health,  Education,  and  Welfare.     The  statute 
also  provides  for  significant  participation  in  certain  areas  of 
administration  by  private  organizations  and  public  agencies,  as  well 
as  for  the  establishment  of  a  Health  Insurance  Benefits  Advisory 
Council   (HIBAC)  to  advise  the  Secretary  on  general  policy  in  admin- 
istering the  Medicare  program  and  in  the  formulation  of  regulations. 

Within  the  Department  of  Health,  Education,  and  Welfare,  primary 
responsibility  for  administering  the  Medicare  program  is  assigned  to 
the  Social  Security  Administration.     Special  responsibilities  in 
connection  with  the  health  care  standards  of  Medicare  have  been 
assigned  to  the  Public  Health  Service,  and  certain  responsibilities 
regarding  relations  between  Medicare  and  State  medical  assistance 
programs  are  coordinated  by  the  Social  Security  Administration  and 
the  Social  and  Rehabilitation  Service.     Responsibility  for  assuring 
compliance  by  participating  health  care  facilities  with  title  VI  of 
the  Civil  Rights  Act  of  1964  is  assigned  to  the  Office  of  Civil  Rights 
of  the  Department. 

Role  of  the  Social  Security  Administration 

The  Social  Security  Administration  negotiates  and  administers 
agreements  with  the  intermediaries  and  carriers  which  perform  payment 
and  other  program  functions;  with  the  State  agencies  which  certify 
nealth  facilities  for  participation  in  the  program;  and  with 
hospitals  and  other  institutions  which  provide  services  for  which  the 
program  makes  reimbursement;  develops  reimbursement  principles  and 
guidelines;  works  with  the  Public  Health  Service  in  the  formulation 
and  periodic  review  of  the  conditions  of  participation;  formulates 
Medicare  regulations;  develops  program  policy  and  procedural  instruc- 
tions; and  performs  the  basic  recordkeeping  and  data  processing  functions 
required  for  administration  of  the  program.    Within  the  Administration, 
the  Bureau  of  Health  Insurance  has  been  assigned  primary  responsibility 
for  the.  formulation  of  policies  and  procedures  and  for  the  overall 
administration  of  the  health  insurance  program. 
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In  addition  to  the  Bureau  of  Health  Insurance,  many  other  Administration 
components  have  substantial  program  responsibilities.     The  Administra- 
tion's field  organization- -including  approximately  800  district  and 
branch  offices,  and  more  than  3,000  contact  stations  throughout  the 
country — carries  out  enrollment  activities  and  serves  as  a  readily 
accessible  source  of  program  information  and  direct  service  to  bene- 
ficiaries, the  professional  community,  and  the  general  public.  In 
addition,  district  offices  perform  certain  claims  development  and 
investigative  activities  for  Medicare  carriers  and  intermediaries. 

The  Office  of  Research  and  Statistics  collects  data  on  program 
operations  and  carries  out  analytical  studies  designed  to  evaluate 
the  program  and  measure  its  performance. 

The  Office  of  the  Actuary  has  responsibility  for  the  actuarial 
evaluation  of  the  hospital  insurance  and  medical  insurance  programs, 
including  the  preperation  cf  the  actuarial  estimates  used  in  setting 
the  medical  insurance  premium  and  hospital  insurance  deductible  and 
coinsurance  amounts. 

The*  f)ff->p  nf  Pnhlir.  Affairs,  which  has  Drimarv  responsibility  for 
developing  and  coordinating  the  Administration's  information 
activities,  works  with  the  Bureau  of  Health  Insurance  in  the  prepara- 
tion of  exhibits,  films,  visual  aids,  booklets,  and  other  materials 
needed  to  inform  the  general  public,  as  well  as  special  professional 
audiences,  about  program  benefits  and  requirements  and  claims 
procedures . 

The  Bureau  of  Data  Processing,  through  its  electronic  data  processing 
capabilities,  maintains  the  millions  of  records  on  beneficiary 
eligibility,  utilization  of  covered  services,  and  deductible  status. 
The  Bureau  also  sends  premium  notices  to,  and  maintains  records  on 
the  payment  of  medical  insurance  premiums  by  the  approximately  3.25 
million  enrollees  who  make  direct  payments  or  for  whom  premium 
payment  is  made  through  State  agency  "buy-in"  arrangements  or  through 
private  retirement  groups. 

An  insurance  compliance  staff  in  the  Office  of  Administration  assures 

that  the  intermediaries  and  carriers  assisting  in  the  administration 

of  Medicare  fully  comply  with  equal  employment  opportunity  requirements. 
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Role  of  the  Public  Health  Service 

The  Department's  Public  Health  Service  acts  as  a  primary  resource 
regarding  professional  health  aspects  of  the  Medicare  program, 
participating  with  the  Social  Security  Administration  in  formula- 
ting and  revising  the  conditions  of  participation  for  providers  of 
services,  developing  policies  on  the  role  of  State  agencies,  providing 
assistance  to  the  State  agencies  in  carrying  out  their  Medicare 
responsibilities,  supporting  and  evaluating  experimental  approaches 
to  utilization  review,  and  providing  professional  advice  in  many 
technical  and  medical  areas  of  program  administration. 

Role  of  the  Social  and  Rehabilitation  Service 

The  Social  and  Rehabilitation  Servicecollaborates  with  the  Social 
Security  Administration  and  the  Public  Health  Service  in  those 
aspects  of  program  planning,  coordination,  and  evaluation  involving 
the  interrelationships  of  the  health  insurance  program  with  State 
public  assistance  and  medical  assistance  programs.     In  addition,  the 
Social  and  Rehabilitation  Service  provides  consultation  and  general 
and  technical  assistance  to  State  agencies  administering  medical 
assistance  programs  to  assure  effective  coordination  between 
Medicare  and  the  programs  at  the  State  level. 

Role  of  the  Office  of  Civil  Rights 

Title  VI  of  the  Civil  Rights  Act  of  1964  provides  that  no  institution, 
agency  or  activity  receiving  Federal  financial  assistance  may  engage 
in  discriminatory  practice  on  the  basis  of  race,  color  or  national 
origin.     Thus,  before  any  hospital,  extended  care  facility  or  home 
health  agency  may  become  a  provider  under  Medicare,  its  compliance 
with  the  provisions  of  title  VI  must  be  assured.     The  Department's 
Office  of  Civil  Rights  determines  whether  Medicare  providers  meet  this 
requirement  and  Investigates  complaints  of  discrimination. 

Role  of  the  State  agencies  1/ 

The  law  requires  that,  wherever  possible,  the  Secretary  use  the 
services  of  appropriate  State  or  local  health  agencies  or  other 

1/  A  list  of  State  agencies  having  agreements  with  the  Secretary  of 
Health,  Education,  and  Welfare  under  the  Medicare  program  follows 
in  this  Appendix. 
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appropriate  State  or  local  agencies  in  determining  whether  providers 
of  services  and  independent  laboratories  meet  the  conditions  for 
participation  in  the  Medicare  program.     All  55  jurisdictions  (including 
the  District  of  Columbia,  Puerto  Rico,  the  Virgin  Islands,  Guam, 
and  American  Samoa)  have  designated  agencies — in  most  instances 
State  health  agencies — to  perform  this  function. 

In  carrying  out  their  Medicare  responsibilities,  State  agencies 
conduct  field  surveys  of  institutions  and  agencies  to  determine  the 
extent  to  which  they  meet  the  conditions  of  participation,  undertake 
periodic  resurveys  of  participating  facilities  to  determine  whether 
they  continue  to  meet  such  conditions,  provide  consultative  services 
to  facilities  experiencing  difficulties  in  meeting  the  participation 
requirements,  identify  nonparticipating  hospitals  which  can  be 
reimbursed  under  the  program  for  emergency  services,  and  coordinate 
activities  under  the  health  insurance  program  with  activities  under 
medical  assistance  programs.     The  State  agencies  are  reimbursed  for 
the  costs  of  activities  they  perform  in  the  program  including  related 
costs  of  administrative  overhead  and  staff. 

Role  of  the  intermediaries  2/ 

Participating  hospitals,  extended  care  facilities,  and  home  health 
agencies  may  receive  reimbursement  either  through  a  tiscai  intermediary, 
or  if  they  prefer,  directly  from  the  Government.     Virtually  all 
providers  have  chosen  to  use  intermediaries.     Under  agreements  with 
the  Secretary,  intermediaries  are  responsible  for  determining  the 
reasonable  costs  of  services  provided  beneficiaries  and  for  reimbursing 
providers  on  behalf  of  the  program.     In  addition,  the  agreements 
authorize  intermediaries  to  provide  consultative  services  to  providers., 
audit  provider  records,  and  perform  related  functions.    All  agreements 
also  require  that  intermediaries  assist  providers  in  establishing  and 
applying  safeguards  against  unnecessary  use  of  services  covered  by 
the  program.     As  of  June  30,  1970,  the  Blue  Cross  Association  (with 
subcontracts  to  74  Blue  Cross  Plans),  5  commercial  health  insurers, 
4  independent  insurers  and  one  State  agency  were  operating  as  fiscal 
intermediaries  on  behalf  of  over  13,700  participating  providers.  227 
hospitals,  49  extended  care  facilities  and  340  home  health  agencies 
were  submitting  bills  directly  to  SSA. 

2/  A  list  of  intermediaries  and  carriers  operating  under  agreements 
with  the  Secretary  of  Health,  Education,  and  Welfare  follows  in 
this  Appendix. 
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Role  of  the  carriers  2/ 


The  secretary  is  authorized  by  law  to  contract,  to  the  extent  possible, 
with  nongovernmental  organizations  to  serve  as  carriers  for  the 
medical  insurance  program.     To  qualify  for  consideration  as  a  Medicare 
carrier  such  an  organization  must  be  engaged  in  providing,  paying  for, 
or  reimbursing  the  cost  of  health  services  under  group  insurance 
policies  or  similar  group  arrangements,  in  return  for  premiums  or 
other  periodic  charges.     As  of  June  30,  1970,  there  were  33  Blue 
Shield  plans,  13  insurance  companies,  1  independent  health  insurer 
and  1  State  agency  operating  as  carriers. 

Carriers  determine  the  amounts  to  be  paid  to  physicians  and  suppliers 
for  services  to  Medicare  beneficiaries  and  make  payments  for  such 
services.     Under  their  contracts  carriers  also  are  required  to  assist 
in  the  application  of  safeguards  against  the  unnecessary  utilization 
of  services,  and  to  serve  as  a  channel  of  communication  for  information 
relating  to  the  administration  of  the  program. 

Activit  ies  of  the  Health  Insurance  Benefits  Advisory  Council  and 
Other  Consultative  Groups 

Since  enactment  of  the  law  in  1965,  Medicare  has  drawn  on  the  advice 
and  consultation  of  experts  representing  every  public  and  professional 
interest  that  would  be  affected  by  the  program.  In  addition,  we  have 
had  continuing  contacts  with  individuals  at  all  levels  in  the  health 
field,  the  insurance  Industry  and  from  the  general  public,  either  to 
solicit  their  expert  advice  or  opinions,  or  in  response  to  ideas  and 
recommendations  for  program  improvement  which  they  submitted. 

Of  the  various  consultative  groups,  the  Health  Insurance  Benefits 
Advisory  Council,  which  was  established  by  the  original  Medicare 
law,  has  had  by  far  the  most  important  consultative  role  on  Medicare 
policies  and  procedures.     In  its  advisory  capacity,  the  Council 
has  advised  the  Secretary  with  respect  to  every  major  policy  and 
procedure  affecting  program  implementation. 

Originally  the  Council  consisted  of  16  members,  private  citizens 
representing  the  health  care  field  and  the  general  public.     The  Social 


2/  A  list  of  intermediaries  and  carriers  operating  under  agreements 
with  the  Secretary  of  Health,  Education,  and  Welfare  follows  in 
this  Appendix. 
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Security  Amendments  of  1967  contained  provisions  which  affected  not 
only  the  size  but  also  the  functions  of  HIBAC.     The  most  important 
was  the  transfer  of  all  functions  of  the  National  Medical  Review 
Committee  (which  had  not  been  appointed)  to  HIBAC.     To  meet  these 
increased  responsibilities  the  size  of  the  Council  was  increased 
from  16  to  19.  3/    Thus,  in  addition  to  its  other  responsibilities, 
the  Council  assumed  responsibility  for  carrying  out  the  statutory 
mandate  "to  study  the  utilization  of  hospital  and  other  medical  care 
and  services  for  which  payment  may  be  made  under  this  title."  4/ 
In  addition,  the  1967  amendments  require  HIBAC  to  submit  an  annual 
report  to  the  Secretary  of  HEW  for  transmittal  to  Congress,  and  to 
engage  such  technical  assistance  as  required  to  carry  out  its  functions. 

To  meet  its  new  responsibilities,  the  Council  established  an  Ad  Hoc 
Committee  on  the  Evaluation  of  the  Delivery  and  Use  of  Services  (CEDUS) . 
To  support  that  Committee,  the  Council  created  task  forces  in  the 
following  areas:     research  and  statistics;  hospital  and  extended 
care  services;  home  health  services;  medical  services;  and  laboratory 
services.     Each  task  force  has  been  reinforced  by  expert  consultants 
representing  organized  medicine,  institutional  providers,  the  insurance 
field,  and  consumer  organizations. 


3/  A  list  of  HIBAC  membership  appears  in  this  Appendix. 

kj  Section  1867(b)(2)  of  the  Social  Security  Act,  as  amended. 
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Exhibit  1 


STATE  AGENCIES  ADMINISTERING  PROVIDER  CERTIFICATION 


ALABAMA:     State  Department  of  Public  Health,  Montgomery,  Alabama 
ALASKA:    Alaska  Department  of  Health  and  Welfare,  Juneau,  Alaska 
ARIZONA:     State  Department  of  Health,  Phoenix,  Arizona 
ARKANSAS:     State  Department  of  Health,  Little  Rock,  Arkansas 
CALIFORNIA:     State  Department  of  Public  Health,  Sacramento,  California 
COLORADO:     Department  of  Public  Health,  Denver,  Colorado 
CONNECTICUT:     State  Department  of  Health,  Hartford,  Connecticut' 
DELAWARE:     State  Board  of  Health,  Dover,  Delaware 

DISTRICT  OF  COLUMBIA:     District  of  Columbia  Department  of  Public  Health 

Washington,  D.C 
FLORIDA:     State  Board  of  Health,  Jacksonville,  Florida 
GEORGIA:    Georgia  Department  of  Public  Health,  Atlanta,  Georgia 
GUAM:     Department  of  Public  Health  and  Social  Services,  Agana,  Guam 
HAWAII:     Hawaii  Department  of  Health,  Honolulu,  Hawaii 
IDAHO:     Idaho  Department  of  Health,  Boise,  Idaho 

ILLINOIS:     Illinois    Department  of  Public  Health,  Springfield,  Illinois 

INDIANA:     State  Board  of  Health,  Indianapolis.  Indiana 

IOWA:     State  Department  of  Health,  Des  Moines,  Iowa 

KANSAS:     State  Board  of  Health,  Topeka,  Kansas 

KENTUCKY  I  Commonwealth  of  Kentucky  State  Department  of  Health, 

Frankfort,  Kentucky 
LOUISIANA:     Louisiana  Department  of  Hospitals,  Baton  Rougf,  Louisiana 
MAINE:    Maine  Department  of  Health  and  Welfare,  Augusta,  Maine 
MARYLAND:     State  Department  of  Health,  Baltimore,  Maryland 
MASSACHUSETTS :     Massachusetts  Department  of  Public  Health,  Boston,  Mass 
MICHIGAN:    Michigan  Department  of  Health,  Lansing,  Michigan 
MINNESOTA:     State  Department  of  Health,  Minneapolis,  Minnesota 
MISSISSIPPI:     Mississippi  State  Board  of  Health,  Jackson,  Mississippi 
MISSOURI:     State  Division  of  Health,  Jefferson  City,  Missouri 
MONTANA:     State  Department  of  Health,  Helena,  Montana 
NEBRASKA:     State  Department  of  Health,  Lincoln,  Nebraska 
NEVADA:     Department  of  Health,  Welfare  and  Rehabilitation,  Carson  City, 
Nevada 

NEW  HAMPSHIRE:    New  Hampshire  Division  of  Public  Health,  Concord,  N.H. 

NEW  JERSEY:     State  Department  of  Health,  Trenton,  New  Jersey 

NEW  MEXICO:    New  Mexico  Health  and  Social  Services,  Santa  Fe,  N.  Mex. 

NEW  YORK:     New  York  State  Department  of  Health,  Albany,  New  York 

NORTH  CAROLINA:     State  Board  of  Health,  Raleigh,  North  Carolina 

NORTH  DAKOTA:     State  Department  of  Health,  Bismark,  North  Dakota 

OHIO:     Ohio  Department  of  Health,  Columbus,  Ohio 

OKLAHOMA:     State  Department  of  Health,  Oklahoma  City,  Oklahoma 

OREGON:     State  Board  of  Health,  Portland,  Oregon 

PENNSYLVANIA:    Department  of  Health,  Harrisburg,  Pennsylvania 

PUERTO  RICO:     Puerto  Rico  Department  of  Health,  San  Juan  Puerto  Rico 

RHODE  ISLAND:     Rhode  Island  Department  of  Health,  Providence,  Rhode  Isl 
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SOUTH  CAROLINA:     State  Board  of  Health,  Columbia,  South  Carolina 

SOUTH  DAKOTA:     State  Department  of  Health,  Pierre,  South  Dakota 

TENNESSEE:     Tennessee  Department  of  Public  Health,  Nashville,  Tenn. 

TEXAS:     State  Department  of  Health,  Austin,  Texas 

UTAH:     State  Department  of  Health,  Salt  Lake  City,  Utah 

VERMONT:     Vermont  Department  of  Health,  Burlington,  Vermont 

VIRGIN  ISLANDS:     Virgin  Islands  Department  of  Health,  St.  Thomas,  V. 

VIRGINIA:     State  Department  of  Health,  Richmond,  Virginia 

WASHINGTON:     State  Department  of  Health,  Olympia,  Washington 

WEST  VIRGINIA:     State  Health  Department,   Charleston,  West  Virginia 

WISCONSIN:     State  Board  of  Health,  Madison,  Wisconsin 

WYOMING:     State  Department  of  Public  Health,  Cheyenne,  Wyoming 
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Exhibit  3 


HEALTH  INSURANCE  BENEFITS  ADVISORY  COUNCIL* 


Carl  E.  Anderson,  M.D. --Clinical  Professor  of  Orthopedic  Surgery  at  the 
University  of  California  Medical  School  and  member  of  the  staff 
of  the  Santa  Rosa   (California)  Memorial  Hospital 

G.  Robert  Cotton,  Ph . P.- -President  and  Chief  Administrative  Officer 
of  the  Cedar  Knoll  Rest  Home,  Inc.   of  Grass  Lake,  Michigan 

James  R.  Cowan,  M. P. --Commissioner  of  Health  of  the  State  of 
New  Jersey 

Leonard  W.  Cronkhlte,  Jr.,  M. P .- -General  Director  of  the  Children's 

Hospital  and  Medical  Center,  Boston,  Massachusetts,  and  Lecturer 
in  Preventive  Medicine  at  the  Harvard  University  Medical  School 

Mr.  Nelson  H.  Cruikshank--President ,  National  Council  of  Senior 

Citizens,   Inc.;  Former  Director,  Department  of  Social  Security, 
AFL-CIO 

Mrs.  Margaret  B.  Polar  —  Professor  and  Head,  Department  of  Public 

Health  Nursing,  UniversiLy  ul  Noith  Carolina  School  of  Public 
Health;  Past  President  of  the  American  Nurses'  Association 

Very  Reverend  Monsignor  James  H.  Fitzpatrlck- -Executive  Assistant 
for  Government  Relations  for  the  Hospital  Association  of 
New  York  State 

Oscar  E.  Gutierrez,  P.O. --Head  of  the  Pavila  Medical  Center, 
San  Antonio,  Texas 

Merrill  0.  Hines,  M. P. --Medical  Director  and  Chairman  of  the  Board 
of  Management,  Ochsncr  Clinic;  Professor  of  Clinical  Surgery, 
Tulane  Medical  School 

Mr.  William  R.  Hut  ton- -Executive  Director  and  Director  of  Information, 
National  Council  of  Senior  Citizens,   Inc.;  Editor,  Senior  Citizens 
News 

Edwin  H.  May  a  Jr . --President  of  the  insurance  firm  of  May,  Potter, 
and  Murphy,  Inc.,  and  U.S.  Representative  in  the  85th  Congress 
(1957-58) 


*    As  of  June  30,  1971 
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Jay  S.  Relbel,  M. D. --Resident  in  Psychiatry,  Mt .  Sinai  Hospital, 

New  York  City,  and  former  Assistant.  Director  of  the  Department 
of  Government  Affairs  of  the  American  Medical  Association 

Ernest  W.  Saward,  M.D. --Associate  Dean  of  the  University  of  Rochester 
School  of  Medicine  and  Dentistry  and  President  of  the  Group 
Health  Association  of  America 

Mr.  Charles  L.   Schultze--Prof essor  of  Economics,  University  of  Maryland; 
Senior  Fellow,  Brookings  Institution;   former  Director  of  the 
Bureau  of  the  Budget 

Herman  M.   Somers,  Ph.D. --Professor  of  Politics  and  Public  Affairs, 
Princeton  University,  past  member  of  the  Advisory  Council  on 
Social  Security;   former  Counsellor  with  the  International  Labor 
Office,  Geneva;  consultant  to  many  governmental  and  private 
agencies  in  the  fields  of  administration  and  health  services, 
and  the  author  of  several  books  and  many  articles  about  health 
services  in  the  United  States 

J.  Minott  Stickney,  M. D. --Prof essor  of  Clinical  Medicine  at  the  Mayo 
Foundation  and  the  University  of  Minnesota;  Program  Coordinator 
of  the  Regional  Medical  Programs  for  the  Northlands  Region 

Harlan  Thomas,  M. D. --General  practice  of  medicine,  Tulsa,  Oklahoma, 
and  member  in  1970  of  the  House  of  Delegates  of  the  American 
Medical  Association 
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